oy) FORCES | 


COMPTROLLER 


WASHINGTON, D. C. 
SEPTEMBER 1958 


VOLUME III NUMBER 3 





Plan now to attend the 2nd National Convention to be held in the 
Auditorium of the General Services Building, 18th & F Streets, N. W., 


Washington, D.C., on 23 and 24 October 1958. 


Attention: 


-- Members motoring to tte CONVENTION - 


tn the Center of Everything in 
Your Nation's Capital 


ARLINGTON. 
VIRGINIA 


A\RVA\ mover KoreL 


2201 Arlington Bivd. - ARLINGTON, VA. - 1 mile west of the Lincoln Memorial on “U.S. 
Rt. 50 





118 ROOMS - COMPLETELY AIR-CONDITIONED 


*Swimming Pool *Free TV and Hi Fi Radio in Every Room *Coffee Shop and Dining Room 
- Also Banquet Facilities *Telephone in Every Room with 24 Hour Switchboerd Service 
*Complete Automobile Servicing Facilities “Taxicab Service end Bus Transportation at 
Door - Berber Shop, Beauty Shop, Loundry, Dry Cleaning, Drug Store Immediately Adjacent 
*Sightseeing Service *Only 5 Minutes to Downtown Washington *Singles, Doubles, Twins, 
Connecting Rooms, Suites - Kitchenette Apts. - 2 Lounges *Ratés Very Reasonable 


FOR RESERVATIONS: TEL. JACKSON 5-0300 
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GREETINGS FROM LIEUT. GENERAL WM. S. LAWTON, USA 
NATIONAL PRESIDENT OF ASMC 


The National Officers and Members of the National 
Council urge you to attend your SECOND NATIONAL 
CONVENTION to be held in Washington, D. C., 23 and 24 
October 1958. 


We have come a long way since 1949, the birth 
year of the original Society of Military Accountants 
and Statisticians (SMAC), through 1955 when our name 
was changed to the American Society of Military 
Comptrollers, at which time we had three (3) chapters, 
to the present date when I can now report twenty-six 
(26) chapters. Needless to say that this represents 
phenomenal growth. Let's hold this pace! 


We have also established our own Journal on a 
regular quarterly basis. Through this media we have 
been able to contribute to Comptrollership thinking 
throughout the Defense Establishment. Constructive 
articles on new and controversial subjects are 
solicited from our membership. 


I wish to express my appreciation to all National 
Officers, Council Members, Assistant National Secretaries, 
Associate Editors, Chapter Officers and all Members for 
their support and participation in ASMC affairs and to 


-state that it was a distinct pleasure to serve as your 


President for the past year. 


Sincfre 


Lieut. General, USA 
President of ASMC 








‘The Armed Forces Comptroller”’ is a forum for the presentation 
of the activities of Military Comptrollership. The views expressed by 
the authors of articles herein, therefore, do not necessarily represent 
the views of the Government Agency, the Armed Forces or the National 
Council of the American Society of Military Comptrollers. 
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INTEGRATION OF THE FINANCIAL ACCOUNTING, DISBURSING AND FINANCIAL 
REPORTING FUNCTIONS WITHIN THE U. S. AIR FORCE 


Lieutenant General Manuel J. Asensio 
Comptroller - U, S. Air Force 


For several years the Air Force has made 
a determined effort to improve the financial 
service to command at the least possible cost 
in manpower. This effort included a study to 
discover just what was needed in the accounting 
and finance area to provide the desired service. 
It was ascertained that one of the essential 
actions was to integrate the accounting functions 
with the disbursing and collection functions to 
(a) eliminate undesirable duplication, (b) facili- 
tate the multiple use ofa single source document 
and (c) facilitate the timely reporting of accurate 
financial data. Accordingly, in July 1956 a de- 
cision was made to integrate the financial 
accounting, disbursing and financial reporting 
functions throughout the Air Force. 

During Fiscal Year 1957 this decision was 
implemented at Headquarters USAF level by 
combining the Directorate of Accounting with 
the Directorate of Finance. This combination 
facilitates the development and coordination of 
all policy applicable to the accounting, disbursing 
and reporting of financial transactions. Under 
this combination all of the operating functions, 
previously performed in the separate direc- 
torates, were integrated and located centrally 
at the Accounting and Finance Center in Denver, 
Colorado. " 

During Fiscal Year 1958 plans were pre- 
pared for the integration of the accounting and 
finance functions at installation level. In recog- 
nition of its importance, “a separate project was 
initiated to include Air Procurement District 
offices and Air Force Plant Representative 
offices. The purpose of this project is to produce 
not only integration of accounting and finance 
records but the amalgamation of these with other 
records and thereby provide necessary data for 
management concerning progress of programs 
and contracts. The project will also produce an 
integrated control of the assets of the Air Force 
in the custody of contractors. Over seven billion 
dollars annually is administered by the activi- 
ties affected by this project. 

Further, it was recognized that the inte- 
grated accounting and finance functional area 
throughout the Air Force has technical respon- 
sibility for (a) all appropriations, funds, and 
financial resources of the Air Force and (b) 
such other financial resources as may be under 
the custody of the Air Force. 

To carry out this responsibility at instal- 
lation level it was necessary to further define 
and group the accounting and finance functions 
into the following subject matter areas: 


(a) General Ledger, Fund Control and Re- 

porting 

(b) Military Pay 

(c) Civilian Pay 

(d) Travel 

(e) Commercial Services 

(f) Materiel 

(g) Cost 

(h) Paying and Collecting 

(i) Nonappropriated funds 

It should be noted that these are prescribed 
only as subject matter areas; however, in some 
organizations they become organizational ele- 
ments. Since the Paying and Collecting area 
provides a service for all other areas, and 
because of internal control requirements, the 
inclusion of this area with another area or areas 
in a single organizational element has been 
prohibited. The combination of subject matter 
areas, except paying and collecting, depend upon 
the size of the installation, the desired level of 
fund control and the type and volume of trans- 
actions processed. 

Under the functionally integrated system the 
financial transaction documents come to the 
subject matter areas where they are reviewed 
for propriety and completeness and certified as 
to availability of funds. These documents are 
then summarized into a book of original entry 
for posting to the General Ledger. The detailed 
information is posted to the prescribed sub- 
sidiary ledgers. These documents are then filed 
in the subject matter areas. When a collection 
or disbursement is involved, the documents move 
from the subject matter area to the Paying and 
Collecting area for appropriate action. There- 
fore, documents flow in a straight line and only 
one copy of a document is maintained to support 
both the accounting records and the disbursement 
action. Summary journal vouchers, prepared 
from the book of original entry maintained in 
each subject matter area, are posted to the 
general ledger. Thus, the general ledger may be 
used to verify the recording of the detailed 
transaction data in each subject matter area and 
the financial reports prepared from subsidiary 
records. 

Some of the benefits obtained by imple- 
mentation of the above integrated system are: 

(a) General ledger control of all financial 
transactions affecting assets owned by or under 
the jurisdiction of the Air Force. 

(b) Timely andaccurate financial reporting. 

(c) Elimination of duplication of effort and 
files of supporting documents. 
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(d) Straight line flow of documents pro- 
cessed in the accounting and finance area, thereby 
reducing the number of copies of each document 
processed. 

(e) Flexibility of manpower through re- 
quirement to perform functions applicable to 
both accounting and disbursing transactions. 





Operating procedures for installation level 
have been developed, tested and installed at 
prototype offices for both manual and mechan- 
ized operation. It is anticipated that by 1 July 
1959 the accounting and disbursing functions will 
be integrated throughout the Air Force. 





KNOW YOUR OFFICERS 


Major General Frank A. Bogart 
U. S. Air Force 


Vice President of ASMC 


Major General Frank A. Bogart was born 
in Warren, Pennsylvania, January 12, 1909. He 
was graduated from the United States Military 
Academy at West Point, New York, and was 
commissioned a Second Lieutenant of Coast 
Artillery in June 1931. 

His first assignment was with the 13th 
Coast Artillery, Fort Barrancas, Florida, from 
which he was assigned to the 92nd Coast Ar- 
tillery, Corregidor, Philippine Islands, in June 
of 1932. He returned to the United States for 
duty with the 52nd Coast Artillery at Fort Han- 
cock, New Jersey in February of 1935. 

In 1936 he was detailed as student, regular 
course, at the Coast Artillery School, Fort 
Monroe, Virginia and in 1937 he remained at 
the school as student, advanced technical course. 

In 1938 he was assigned to the 4th Coast 
Artillery, Fort Amador, Panama Canal Zone. 
From battery duties with that regiment, he was 
transferred as S-4 to the newly organized 
Panama Anti-Aircraft Command (later the Pan- 
ama Coast Artillery Command) in 1939. 

In June of 1940 he entered Massachusetts 
Institute of Technology for a scheduled year’s 
postgraduate study in Mechanical Engineering. 
The expansion of the Army in 1940, however, 
required the services of all available officers, 
and he was recalled to duty with the newly 
organized 76th Coast Artillery at Fort Bragg, 
North Carolina, in September. He served with 
this regiment as Battery Commander and Regi- 
mental Gunnery Instructor until March of 1941 
when he was detailed as S-3 (Assistant Chief of 
Staff, Operations and Training) of the Training 
Command at Camp Davis, North Carolina. 

In June 1941 he was assigned to the War 
Department General Staff, Washington, D. C., in 
the Construction Division, G-4. There he was 
responsible for Seacoast Defense and Alaskan 
construction programs. 

When the Services of Supply, later the Army 
Service Forces, was organized in Marchof 1942, 
he was assigned to the Operations Division as 
Chief of the Theater Branch, responsible for the 
logistic planning in support of overseas oper- 
ations. Except for two months as student at the 


Command and General Staff School, Fort Leaven- 
worth, Kansas, in 1942-43, he served in this 
capacity until November 1944 when he was sent 
to Moscow, U.S.S.R., as a Logistic Planner for 
the U. S. Military Mission. 

He returned to Washington in June 1945 for 
duty as Deputy Chief, Plans Division, Army 
Service Forces. In this capacity he assisted in 
the preparation of plans for the 1946 reorgan- 
ization of the War Department and was trans- 
ferred to the Logistics Division, War Department 
General Staff in May of 1946. 

In July 1946 he was appointed G-4 (Assist- 
ant Chief of Staff Logistics) Alaskan Department 
and became J-4 of the Alaskan Joint Command 
upon its organization on 1 January 1947. 

On 26 September 1947 he transferred tothe 
United States Air Force. He was returned tothe 
United States in December 1947 for duty as 
Executive Officer for the Deputy Chief of Staff, 
Materiel, Headquarters United States Air Force, 
Washington, D. C. He served in this capacity 
until August 1949 when he entered the National 
War College as a student. 

Upon graduation from the War College in 
1950, he was assigned to the Office of Military 
Assistance, Office of the Secretary of Defense, 
Washington, D. C. 

In March 1951 he was assigned to the 
SHAPE Planning Group in Paris and became 
Chief of the Plans and Programs Branch, Lo- 
gistics Division, upon the activation of Supreme 
Headquarters Allied Powers Europe on 2 April 
1951. He served in this capacity until 1 March 
1954 when he was assigned to Headquarters 
United States Air Force as Deputy Director of 
Budget, and became the Director of Budget on 
14 June 1954. He served in this capacity until 
July 1958 when he was reassigned to Head- 
quarters, Air Materiel Command as Director 
of Plans and Programs. 

General Bogart has been awarded the Dis- 
tinguished Service Medal and the Legion of 
Merit with one Oak Leaf Cluster. 

General Bogart and his wife, Mary Maher 
Bogart, reside at Wright-Patterson Air Force 
Base, Ohio. 
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THE ARMY STOCK FUND 
A PARTNERSHIP OF SUPPLY AND FINANCIAL MANAGEMENT 


The Honorable George H. Roderick 
Assistant Secretary of the Army (Financial Management) 


A stock fund is a revolving fund established 
for the purpose of financing through one consoli- 
dated continuing account the procurement and 
stockage of certain types of material for ultimate 
sale for consumption and use. Under the stock 
fund concept, receipts from sale of stocks make 
available the necessary funds to procure materiel 
to replenish the inventories of stocks sold. Since 
funds for initial procurement of materiel for 
stock must come from receipts from sales, it is 
essential that supply program management be 
such that the kind and quantities of items. of supply 
procured must bear a close relationship to the 
kind and quantities of items for which there is or 
will be a demand and, therefore can be sold. 
Also, these stocks must be geographically dis- 
tributed where the demand exists. Otherwise, 
the financial resources of the stock fund become 
invested in inactive stock, and, to that extent 
are not available to finance the procurement of 
stocks for which there is a demand. For this 
reason, it can be said that the financial manage- 
ment of a stock fund operation can be no more 
successful than the supply management of the 
materiel program. In other words, a successful 
stock fund operation must be executed asa part- 
nership of both supply and financial management. 

Far too often, stock funds have been pre- 
sented, considered and operated as though they 
were only a financial management technique 
established primarily for the purpose of simply 
exercising financial control over inventories. 
This concept is actually embodied in many 
official documents and publications on stock 
funds and is emphasized by the use of such 
expressions as ‘‘to finance inventories in order 
to more effectively control and account for the 
cost of programs’’, ‘‘financing the acquisition 
and holding of stock’’, ‘‘facilitate improved 
financial control’”’ and ‘‘accounting for procure- 
ment and inventories’’. Department of Defense 
and Army Regulations pertaining to stock funds 
have been concerned to a great extent with such 
things as assets and liabilities of the stock fund, 
pricing, sales, reimbursements, stores account- 
ing, operating accounts, accounting and report- 
ing procedures and budgets. 

The use of the working capital type of 
revolving fund required the introduction and use 
of a double entry accounting system to assure 
the integrity and validity of the financial re- 
sources of the stock fund. These, of course, 
were and should have been developed by account- 
ing experts and, in the initial installation of 
these, the emphasis was put on the accounting 
use of this system. Also, largely due to the 
initial emphasis on financial accounting and 


reporting and the lack of experience in the use 
of the new system, there was a tendency to 
develop, present, review and approve stock fund 
programs as a statistical and accounting exer- 
cise instead of a program reflecting supply 
policies and requirements. Finally, | think it is 
fair to say that control over the Army Stock Fund 
at all levels has too often been exercised in such 
a manner as to leave the impression that the 
main purpose of the stock fund was to limit 
procurement to the minimum and reduce inven- 
tories without due regard to materiel require- 
ments. 

This emphasis on the installation of the plan, 
the primary concern with the development and 
use of an accounting, reporting and budgeting 
system, and the early use of the system pri- 
marily as a control technique — all without a 
corresponding emphasis on the supply aspects 
of the stock fund operation — has created some 
opposition within the Army toward the stock 
fund concept. For example, there is a feeling 
that the stock fund has imposed a complicated 
detailed accounting system which requires large 
numbers of highly trained accountants to operate; 
but which does not provide the accounting data 
that can be used to improve supply operations. 
There has developed a fear that the stock fund 
is only a device by which those having fiscal 
responsibilities at all levels of authority can 
exercise a strict inflexible control over supply 
operations in such a way that the primary pur- 
pose of this segment of the logistics system 
could not be effectively executed. For these 
reasons, the development of this opposition, 
whether justified or not, has tended to impair 
the acceptance and maximum utilization of the 
stock fund as a system to improve both the 
financial and supply management of a large 
segment of the Army’s materiel program. 

The significance of this segment of the 
Army’s materiel program is exemplified by 
the large number of items and the dollar value 
of materiel under the cognizance of the Army 
Stock Fund. For example, of the over 766,000 
line items in the Army’s central supply system, 
approximately 87 percent are now stock funded 
items. Dollarwise, stock fund inventories of 
approximately $6.8 billion represent almost 
34 percent of the Army’s total inventory of 
about $20 billion. The other 66% is largely 
represented by such major items as tanks, 
trucks, and missiles which are not included in 
the Stock Fund. | 

In view of the importance of the materiel 
program to the accomplishment of Army’s 
mission and the large segment of that program 
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represented by stock funded items, it became 
imperative that the stock fund and its actual 
operation must be made and understood to pro- 
vide something. more constructive and positive 
than the mere exercise of financial controls over 
procurement and inventories of materiel. If 
maximum benefits of this concept are to be at- 
tained, there must be a clear understanding at 
all organizational levels that stock funds are to 
be utilized as a means of properly integrating 
supply and financial management of the materiel 
program. There must be an appreciation of the 
fact that the stock fund can provide a basis for 
helping the Army to plana supply program based 
on sound guidance, assist the Army to obtain 
approval of fund requirements to permit execu- 
tion of a supply program that is stable, balanced 
and capable of supporting its mission. If the stock 
fund concept is to succeed, it must provide the 
capability of attaining these positive objectives 
as well as providing a means of exercising 
reasonable financial control’ at all levels to 
avoid as much as possible such supply problems 
as that of creating large excesses resulting 
from procurement considerably in excess of 
expected demand. 

In order to attain these objectives and over- 
come the opposition toward the stock fund con- 
cept, the Army, during the past several months, 
has taken positive action to make the stock fund 
a more effective means of exercising supply and 
financial management over this segment of the 
materiel program. Among these, the following 
are the most significant. 

1. No system of program planning, execu- 
tion and control can be truly successful without 
the existence of a sound organization with re- 
sponsibilities clearly delineated for the direc- 
tion, supervision and control of the administra- 
tion of the system. This is particularly true of 
stock funds because of the close inter- relation- 
ships between supply and financial management. 
This close inter- relationship is well illustrated 
by the fact that, if adequate funds are not avail- 
able for procurement of items for sale, supply 
demand cannot be fulfilled. On the other hand, 
the misuse of adequate financial resources to 
procure items considerably in excess of demand 
can result in a shortage of funds to procure 
items for which there is a demand. 

The Army, to assure close integration 
between these two management aspects, has 
designated a Director of the Army Stock Fund 
and an organizational element of his Office to 
exercise over-all direct supervision and control 
of the administration and management of the 
existing segments of the Army Stock Fund. This 
Director and his organization embody the same 
personnel who have such supply management 
responsibilities as requirements, procurement, 
distribution, maintenance and disposal of the 
668,000 stock funded line items. At this point, 
it should be made clear that there is no intent 


to detract from or mimimize the importance of 
the essential elements of financial management 
of a stock fund. Accordingly, the Director of the 
Army Stock Fund and his organization must exe- 
cute their assigned responsibilities subject to the 
Army Staff financial responsibilities assigned to 
the Comptroller of the Army. Therefore, | 
believe that an organization has been established 
and responsibilities assigned to provide both 
sound financial and supply management and, at 
the same time, establish a full partnership in 
the financial and supply operations of the Army 
Stock Fund. 

Further steps have been taken to strengthen 
this partnership by establishing a uniform type of 
National Inventory Control Point organization 
within each technical service, and within each 
overseas command. This regulation also estab- 
lishes commodity managers who, within this 
organization, are responsible for an assigned 
number of line items of supply. Subject to poli- 
cies, programs and controls directed by higher 
authority, these managers have responsibility 
for requirements computation, procurement di- 
rection, distribution management, rebuild direc- 
tion and disposal direction. These are, of course, 
the same elements of supply management which 
require the use of and have an impact on the 
financial operations of a stock fund. 

2. Steps have been taken to utilize the 
Army Stock Fund as a strong foundation for 
planning both the supply and financial elements 
of the stock fund program. One of the important 
parts of the planning process is the issuance of 
timely and adequate guidance to be used as a 
basis for the development and formulation of the 
stock fund program. This must include over-all 
Army program guidance for which supply support 
must be provided, financial guidance provided by 
higher authority or formulated by the Comp- 
troller of the Army, and supply guidance formu- 
lated within the Office of the Deputy Chief of 
Staff for Logistics. The Director of the Army 
Stock Fund is responsible for the consolidation 
of this guidance into one document and its 
issuance as comprehensive guidance for the 
Preparation of the Army Stock Fund Budget 
Estimates or Apportionment Request. 

Another important part of the planning pro- 
cess is the use of a standard format for the 
preparation of budget estimates or apportion- 
ment requests. This standard format has been 
developed in such a manner that it constitutes 
a ‘‘Plan’’ of operation for the stock fund and 
can be used as a means not only to obtain ade- 
quate financial resources; but also can be utilized 
as a document for the execution of a planned 
operation after approval by higher authority and 
can serve as a yardstick of performance as 
actual operations progress throughout the year. 
In addition, the plan has been devised to reflect 
and identify properly the programs, policies and 
procedures reflected in the guidance provided, 
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and therefore, can be readily reviewed to 
determine if the plan formulated is in accordance 
with guidance and validly reflects the supply and 
financial requirements to assure a balanced and 
stable supply program. 

The three major components of this standard 
plan format used for program formulation, re- 
view, approval, execution and control are (a) An 
Analysis of Sales By Customer (b) An Operating 
Budget and (c) An Analysis of Cash. In addition, 
there is a supporting narrative to explain the 
basis of the program and the basis of such 
essential elements as stock levels, accounts 
receivable, accounts payable, etc. This consti- 
tutes the ‘‘Army Stock Fund Operating Pro- 
gram’’. The use of this planning process to 
formulate a stock fund program well rooted in 
the development of supply requirements and to 
justify and present factually the requests for fund 
requirements has resulted in the Army obtaining 
approval of reasonable financial resources for 
the currently planned FY 1959 stock fund pro- 
gram. 
3. The same ‘‘Army Stock Fund Operating 
Program”’ as approved by higher authority is 
also used as a document for execution of the 
program. This is an important aspect of Army 
procedure, for I think that those who have for- 
mulated the program in the first instance are 
entitled to know, in the same detail, the approved 
program and the reason for adjustments, if any, 
in the program as originally submitted. In this 
manner, there is a clear understanding, at all 
levels, of the program expected to be executed, 
and a mutually understood basis for use of the 
plan to measure performance. In addition, there 
is provided a common basis for identifying, 
justifying and obtaining approval for deviations 
in the plan which of necessity will occur through- 
out the year to meet changing conditions. 


4. Finally, the Army has taken steps to 
strengthen the control aspects of its stock fund 
program. This is an essential complement to 
the stock fund program planning and execution 
phases. In order to effectively control any pro- 
gram, a system of reports which are timely and 
reasonably valid are essential. To this end, the 
Army has completely reviewed and revised its 
quarterly stock fund reports. This revision was 
made after due consideration not only of the need 
to assure reasonable accounting validity of the 
data; but also of the kind of financial and supply 
data required at all levels to more effectively 
measure the performance of actual operations 
against those in the approved plan. In addition, 
the Army instituted a monthly report of stock 
fund operations limited to the inclusion of only 
a few of the essential and key items of data, 
This permits the timely submission of the mini- 
mum data so that the results of actual opera- 
tions will be readily available and appropriate 
management actions can be taken when required. 
Thus, I believe that the technique of adequate 
and timely control has been established to assure 
that the available stock fund financial resources 
will be used to execute the Army’s supply pro- 
gram. 

I believe that these positive and constructive 
steps have contributed to an expanded concept of 
the stock funds as a joint supply and financial 
management system. I think there is a growing 
feeling that it can be used as a sound system 
for planning, reviewing, approving, executing and 
controlling a supply program. I feel that these 
steps have resulted in a common understanding 
of the objectives, policies and plans at all levels. 
This has resulted in an increased common effort 
to make the Army Stock Funda successful opera- 
tion as a partnership of supply and financial 
management. 





KNOW YOUR OFFICERS 


Captain Paul E. Trimble 
U. S. Coast Guard 


Vice President of ASMC 


The Vice President of ASMC representing 
the Coast Guard is Captain Paul E. Trimble. 
Captain Trimble is presently Comptroller of the 
Coast Guard, having been assigned to that post 
on 1 May, 1957. He has servedat the Washington 
headquarters in several jobs since the war — 
Chief, Budget and Cost Analysis Division, As- 
sistant Comptroller, and now Comptroller. 

Basically, Captain Trimble may be describ- 
ed as a line officer with a side line of finance 
and supply. In the Coast Guard these functions 
both fall under the Comptroller. 


Following graduation from the U. S. Coast 
Guard Academy at New London, Connecticut, 
in 1936, there were a number of sea duty assign- 
ments. After graduation with distinction from 
Harvard Business School in 1942 came the 
assignment as Comptroller of the Third Coast 
Guard District at New York. This was followed 
by command of two different frigates on anti- 
submarine duty in the Pacific. Most recent sea 
duty was command of the STORIS in Alaskan 
waters from 1951 to 1953. 
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LOOKING AHEAD — A COMPTROLLER’S RESPONSIBILITY 


Rear Admiral G. F. Beardsley 
Deputy Comptroller — U. S. Navy 


It is becoming increasingly recognized that, 
in addition to the professional ability, an effec- 
tive comptroller must havea ‘‘divine discontent”’ 
and ‘‘a talent for seeing ahead.’’ To serve 
management properly, a comptroller must be 
constantly on the alert — thinking up, devising, 
and suggesting improvements in policies and 
procedures which will facilitate the management 
process. Essentially, a comptroller’s primary 
responsibility is to aid management in the 
decision-making process through fact finding, 
through analyzing and evaluating data generated 
through fiscal and other reporting systems, and 
for presenting such evaluations effectively in 
written or oral form. 

From observation and from discussions 
with people in various agencies of Government, 
I am convinced that far too many of us are too 
involved in the routine carrying out of our 
minimum responsibilities, largely in budgeting, 
accounting and reporting areas, and that we are 
giving far too little attention to our primary 


responsibility of serving management effectively. 


There may be many reasons for this — such 
as the newness of comptrollership in Govern- 
ment, the nature of the management environment, 
and the lack of qualifications of some comp- 
trollers. Whatever the reasons may be, it is 
apparent that much remains to be done in im- 
proving the nature and quality ofa comptroller’s 
service to management. 

In pondering over the qualities of personnel 
who have developed reputations as outstanding 
comptrollers, I have been impressed with the 
fact that they were people who had a keen 
understanding of their responsibility tomanage- 
ment and who exercised initiative, judgment, and 
a touch of salesmanship in bringing appropriate 
information to the attention of management. I 
have noted too that they were people who 
looked ahead—in a positive way—in uncovering, 
spotlighting and pursuing areas in need of study 
and improvement. They have been concerned 
with making management’s job easier, and with 
taking some of the ‘‘guesswork’’ out of decision- 
making. 

Too many of us, I fear, are lulled by the 
every day routine of our work and, for one 
reason or another, never get around to ‘‘looking 
ahead.’’ Yet, one of the most effective ways of 
helping management is to take a critical look 
at current problems and to anticipate and pre- 
pare for the future. 

All of us, I feel, should pause nowand then, 
and take stock of the problems management 
faces. At every level management has problems, 
many of which can be solved, at least partially, 
if given proper attention. A comptroller, as a 


member of the management team, has a res- 
ponsibility to point out and to discuss freely 
with other management officials areas which 
appear to be in need of attention. He also has 
the responsibility to follow through on any studies 
which management considers necessary by con- 
tributing to the extent of his resources to their 
successful conclusion. 

I have selected for discussion below a few 
problem areas which I feel deserve a further 
‘look ahead’’ from comptroller and management 
personnel. In a fast-moving field such as finan- 
cial management, there are of course many 
areas which are in need of further study and 
attention. From the many possibilities, I have 
selected six which I will discuss briefly. A 
number of subjects such as accrual accounting, 
cost budgeting, and industrial funds are perhaps 
receiving more attention at the moment than 
any I will mention. However, I feel that the 
following areas have to some extent been 
slighted and are deserving of increased em- 
phasis by comptrollers. 


THE RELATIONSHIP OF ORGANIZATION AND 
THE APPROPRIATION STRUCTURE 


For the past ten years, we have been in 
the midst of an era of financial reform in 
Government. Title IV, amendments to the Nat- 
ional Security Act of 1947, and other legislation 
have required a great many improvements in 
the financial process as well as in the organ- 
ization for financial management. 

At present, considerable stress is being 
placed on the need for revisions to the budget 
structures of the three Services. It is argued 
that revised structures will simplify the finan- 
cial process and give much needed flexibility 
to management. Unquestionably, there isa great 
deal of merit in this contention. I feel, however, 
that the advantages inherent in any changes 
have been somewhat overstated and are not 
likely to materialize fuliy unless management 
understands the part that sound organization 
plays in the financial process. 

The budget and funding pattern must, of 
necessity, be linked for purposes of adminis- 
tration to organization. Considerable criticism 
is often directed at the complexities of the 
budget and accounting process by management 
officials. Yet, personnel making such criticism 
seldom, if ever, give recognition to one of the 
underlying causes — that of the organization 
itself. Many of the complex funding patterns 
which exist in the three Servicesare undoubtedly 
the result of current organizational structure. 
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Before wholesale changes in budget struc- 
tures are made, it seems to me that management 
at all levels should take a careful and critical 
look at its organization and determine whether 
changes are in order. This has been a generally 
neglected area, and, while there is always a 
strong resistance to revisions in organization, 
I am convinced that reorganizations in many 
areas would provide the basis for more effective 
and economical administration. 


WEAPONS SYSTEM COST ANALYSIS 


The Secretary of Defense stated recently 
in a press release that if each Service were 
allowed to develop and procure weapons systems 
of the type and in the numbers each thought 
necessary to fulfill its own requirements that 
the cost of national defense would soon be $80 
billion annually. The cost of new weapons has 
increased so rapidly that we have obviously 
reached the point where it is essential that 
increased attention be given to the cost of 
weapon systems which are selected to become 
a part of our defense posture. 

Not enough is known at present about the 
cost of weapons systems. This has been a prob- 
lem because budgets based on appropriations do 
not develop or accumulate such costs. The cost 
of such systems frequently cuts across appro- 
priation as well as organization lines. Further- 
more, the allocation of costs to weapons systems 
becomes a real problem in Navy because of the 
multiple missions of its fighting units. 

I am strongly of the opinion that not enough 
attention has been devoted to developing the cost 
of weapons systems or to appraising such costs 
in the annual budget reviews. When the Depart- 
ment of Defense embarks on a weapons system, 
it should be clear at the outset what the ultimate 
costs are likely to be and what effect this may 
have on other weapons syste™ns and on the total 
budget. This has not always been the case in 
the past. 


PLANNING LONG RANGE OBJECTIVES 


Modern weapons cost an enormous amount 
of money. As a consequence, it appears to me 
that financial planning must receive increased 
recognition as an essential ingredient of long 
range military planning. Recognition of the 
importance of financial considerations in plan- 
ning is necessary in order to eliminate the 
possibility that costly new programs will be 
initiated which, because of lack of funds, will 
later have to be aborted with a waste of re- 
sources. 

I realize, of course, that the rapidly changing 
international situation and unprecedented de- 
velopment rate of new weapons and concepts 
make long range planning extremely difficult. 
Such planning is basic, however, to the main- 
tenance of an adequate military posture and to 


the sound utilization of our financial resources. 

The pricing of long range planning objec- 
tives by comptroller personnel provides the 
means whereby the feasibility and coordination 
of the various military plans can be readily 
evaluated. I believe there is a need for greater 
coordination and integration of long range objec- 
tives with the annual program objectives. Ihave 
noted occasions too when the attainment of 
certain objectives did not appear feasible because 
of the status of related programs or because of 
fiscal considerations. By bringing deficiencies 
in such areas to the attention of planning per- 
sonnel, a comptroller is ina position to influence 
the development of long range planning along 
more realistic lines. 

In each Service, there is constant compe- 
tition between important programs for the 
limited funds which are available. Program 
planning without related financial planning is 
therefore unrealistic. All of us can render a 
valuable service to management by cooperating 
closely with planning organizations in the de- 
velopment of a planning process which provides 
for proper integration of short and long range 
plans, for timely planning aimed at highlighting 
potential problem areas, and for providing ade- 
quate information of the cost of financing new 
programs. 


FORECASTING AND CONTROL 
OF EXPENDITURES 


Currently, one of most significant problems 
in the area of financial management centers 
around expenditures. The advent of a policy 
which concerns itself with the level of expendi- 
tures has resulted in increased interest by top 
management in the accuracy of expenditure 
forecasts as well as in improved methods of 
controlling expenditures. Because expenditures 
under various appropriations follow different 
trends, it has been necessary to exert increased 
effort this past year to uncover the different 
expenditure patterns which characterize appro- 
priations. This has been an extremely impor- 
tant responsibility of comptrollers since many 
management decisions have been dictated by 
expenditure limitations. 

Estimating expenditures is, of course, not 
entirely new to the three Services since it has 
been a normal part of the budget process for a 
great many years. The purpose for which such 
estimates are used has been radically changed 
in the past year or so, however, with the result 
that expenditures have become of fundamental 
importance for two basic purposes: fiscal plan- 
ning at high levels within the Administration 
and in the Congress, and control within the 
Department of Defense. Under such circum- 
stances, it is obvious that previously accepted 
tolerances in the accuracy of expenditure esti- 
mates has had to undergo substantial revision. 
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It is evident, therefore, that comptroller 
personnel must increase their efforts substan- 
tially to develop better estimating techniques 
and improved control devices. Management has 
a right to expect better service from its comp- 
trollers in the expenditure area than it received 
this past year. 


THE UTILIZATION OF STANDARDS 


In my opinion, another area of comptroller- 
ship which is susceptible to development and 
increased utilization is that of ‘‘standards.’’ To 
many people, the word ‘‘standard’’ has been 
narrowed down to the connotation applied by 
professional engineers and accountants which 
implies the utilization of ‘‘measuring sticks’’ to 
a full-blown cost system in industrial-type 
operations. Such a connotation and application 
is, of course, worthy of careful consideration 
and utilization where applicable, but standards 
can and should receive more attention than past 
performance has revealed. For example, the 
work measurement program, if applied intelli- 
gently and utilized by management, is one 
application which should receive further serious 
consideration. It would appear that all too fre- 
quently the work measurement program, which 
has been handed down to field activities by 
higher authority in Washington, is looked upon 
as just another exercise or merely another 
report which must be rendered to Washington 
by a certain date. 

If intelligently conceived, carefully pre- 
pared, and intelligently utilized, the work mea- 
surement program is a potent index to further 
objective analysis and another tool with which 
to effect management improvement. In fact, I 
believe that a comptroller should constantly be 
striving to improve upon the scope of the pre- 
scribed work measurement program. Thus, over 
a period of time, the work measurement program 
would become a standard of performance in the 
areas of application. 

Another phase of standards lies in the 
field of budgeting. As all of us know, in com- 
mercial endeavor the majority of well managed 
corporations utilize a budget as a financial 
plan, rather than as a vehicle to legalize the 
expenditure of funds. In fact, the commercial- 
type budget which is currently mandatory in 
Department of Defense activities which operate 
under a working-capital fund, is alsoa standard. 
I would like to see this application of standards 
receive more attention among activities in the 
Department of Defense which currently do not 
operate under working-capital funds. 





THE QUALITY OF COMPTROLLER 
PERSONNEL 


The number of personnel engaged in the 
comptrollership field has undergone tremendous 
expansion in the last few years. As a conse- 
quence, serious shortages have developed in 
qualified personnel, both military and civilian. 
Perhaps this was to be expected in a field 
requiring so many more accountants, auditors, 
budget analysts, statisticians and comptrollers 
than was formerly the case. 

The general level of capability of personnel 
in some areas of comptrollership has suffered 
as a result of the expansion. Many personnel 
with minimum qualifications have necessarily 
been employed or assigned to comptroller po- 
sitions. This has reflected on the whole finan- 
cial process and has possibly been one of the 
underlying reasons for the slow progress in 
establishing the merits of comptrollership and 
its acceptance by management officials. 

With respect to military personnel, it is 
evident that in many instances personnel with 
the aptitude and necessary background have not 
been assigned or channeled into comptroller 
work. In the case of civilians, it is equally 
clear that much more needs to be done to 
attract abler, more qualified people. 

I have long been convinced that a thorough 
study is needed of personnel problems in the 
comptrollership field. I feel that a comprehen- 
sive program should be developed aimed at 
bringing about a general improvement in the 
capabilities of comptroller personnel at all 
levels. 


CLOSING 


In few, if any, areas of Government today 
is there a greater opportunity to make a con- 
tribution to the management process than in 
the field of comptrollership. To a large extent, 
it is a field in which personnel have to demon- 
strate their effectiveness through concrete ex- 
ample. Management is not always fully aware 
of the services which a comptroller can render, 
and a comptroller very often must take the 
initiative in proving his value toan organization. 
It is becoming increasingly clear that many 
comptrollers are doing just this and that man- 
agement, more and more, is finding comptrol- 
lership to be an invaluable aid in solving many 
of its problems. 

















A DISCUSSION ON THE PROBLEM OF EXPENDITURE CONTROLS 


Edward T. Beese 
U. S. Marine Corps 


To those associated with financial manage- 
ment, whether through military assignment or 
career choice, times are seldom dull. Each 
new fiscal year seems to bring with it new 
problems and challenges. Fiscal year 1958 has 
not been an exception. On the contrary, there 
has been introduced into our working days an 
item known as the ‘‘expenditure target.’’ While 
expenditures were not ignored in previous years 
they were largely considered as a by-product 
or end result of accomplishment of programs 
accounted for basically on an obligation basis. 

Prior to the beginning of the fiscal year 
1958 it became evident that control over direct 
dollar expenditures would be required to permit 
orderly management of fund resources avail- 
able to the Federal Government. Approvedallo- 
cations carried with them limitations on ex- 
penditures which could be made and administer- 
ing agencies developed plans for execution of 
their programs within the approved target. 

In view of the national fiscal policy and 
legal debt limit the need for expenditure limi- 
tations was accepted as essential. As a result 
complete and willing cooperation at all levels 
has been experienced. Without this a problem 
area such és this undoubtedly would have proved 
more difficult of solution. 

Most industrial firms must establish a 
balance between receipts and expenditures. 
Although the Defense Department faces the prob- 
lem of establishing a flow of cash during a 
fiscal year unlike industry this flow of cash 
must be related to different criteria which at 
times are in conflict. Normally the expenditures 
to be made in a fiscal year follow as a result of 
operations and procurement under obligations of 
prior years plus those that mature from current 
year transactions. At the same time though, 
the Federal Government as a whole has to match 
expenditures against receipts. 

It can readily be seen that any buildup of 
unliquidated obligations causes a potential ex- 
penditure above that which would be expected if 
all operations and procurement funds appro- 
priated for each year were obligated and ex- 
pended. This is particularly true when the 
current year disbursements are closely related 
to the current year receipts. If the current tax 
receipts require augmentation through loan 
receipts and there is an insufficient debt margin 
the problem becomes one requiring positive 
action. 

The problem is further complicated by the 
fact that estimates of expenditures for future 
years under present guidelines cannot real- 
istically reflect a true future cash flow. Industry 
would consider anticipated price and labor 
increases. Federal Government expenditure 


estimates cannot show anticipated ungraded wage 
increases or within grade salary increases for 
civilian employees. Since the budget is sub- 
mitted several months before the beginning of 
the fiscal year for which funds are requested 
there is actually more than a fiscal year’s time 
where these increases build up causing an 
immediate out-go ot cash. 

There are many events which may result 
in more rapid expenditures under an appropria- 
tion. Pay and allowances of military personnel, 
where obligations and expenditures are closely 
related, are not normally affected by intervening 
events. In the case of continuing appropriations 
where major items are funded the actual ex- 
penditure may occur several years after the 
obligation. A contract, when finally let, may 
provide for a different rate of expenditure than 
was contemplated when the original estimate 
was made. Contractors are in business to make 
a profit. Consequently, they will attempt to 
obtain the best possible financing support. As 
the item being procured becomes less predict- 
able a shift will occur from a firm fixed price 
contract toward the cost reimbursement type 
contract. 

Added to any shift resulting from the form 
of the contract there is the problem resulting 
from a change in emphasis by a contractor. 
When money becomes tight the commercial firm 
may shift its operations toward its government 
contracts in an effort to keep its concern going 
at the highest possible level. This results in a 
speeding up of deliveries and resultant increase 
in the rate of expenditures under the procuring 
appropriation. 

In the annual operations and maintenance 
appropriation there is approximately 80% liqui- 
dation in the current year. In the Marine Corps 
this rate has been progressively increasing due 
to capitalization of items into the Marine Corps 
Stock Fund, increases in labor costs, and price 
increases which result in expenditures follow- 
ing obligations move closely. As the margin 
between the immediate expenditures for labor 
and consumable items and the total obligations 
has decreased the rate of expenditure has gone 
up. It can be seen therefore that estimates made 
months before the actual obligations are regis- 
tered and expenditures are made, cannot be 
realistic when based on statistical experience 
only. 

Operations under a Stock Fund involve pro- 
curement for sale to using units, provisioning 
and for mobilization stocks. Items with a high 
turnover provide a fairly predictable net expen- 
diture. However, when procurement of long 
lead time items are considered problems simi- 
lar to those found under procurement of major 
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items are found. Limiting of operations through 
apportionment requires programming which may 
be quite different from that contemplated when 
the original estimate of expenditures was made. 
Draw down of stocks may be required to pro- 
duce the required reimbursements to provide 
the planned net expenditures. Differences in 
availability of consumer appropriations may 
have a direct result on stock fund. Any repro- 
gramming, or shifts in military populations, are 
also among the many factors which must be 
taken into consideration when determining the 
net outlay of cash from a Stock Fund account. 
Within the available expenditure target a balance 
must be maintained as to items purchased for 
stock with no immediate return. Lead time on 
items ordered has to be considered and the 
probable effect of deliveries occurring in a 
subsequent year. The Single Manager program 
where certain items, e.g., clothing, are funded 
by the Stock Fund on a retail basis introduces 
further complications into estimating expendi- 
tures. Although ordering units obligate their 
funds on requisition of Stock Fund items collec- 
tions approximate deliveries. Any delay in 
supply support produces unforeseen effects on 
expenditure estimating in both the Stock Fund 
receipts and the expenditures to be recorded 
against the using appropriation. 

Because of the multitude of factors effecting 
expenditures the task of expenditure control 
cannot be placed in any one segment of the 
staff. The combined effort of all staff agencies 
is essential requiring a truly integrated effort. 

The approach taken in expenditure esti- 
mating, after review of results obtained, is 
believed as realistic as can be obtained under 
the present funding procedures. Estimates as 
entities are basically computed at the appro- 
priation, or other highest division of funds 
available. In arriving at the estimates past 
years experience is the starting point. A pro- 
jection based strictly on experience would not 
be valid. Program execution plans must be 
known. This of course requires analyses on a 
budget project basis or even on an item basis 
much below the appropriation level. The ‘‘mix’’ 
of items may be introduced into the procurement 
area, with deliveries and resultant expenditures 
dependent on many factors. Administrative time 
in planning, contracting and availability of pro- 
duction lines all affect expenditures. 

The basic problem in expenditure estimating 
is incompatibility of controls. Factors entirely 
outside the control of the administering agency 
preclude an orderly and meaningful analysis 
toward satisfactory expenditure estimates. 
Funds have been controlled in the past primarily 
through obligations. The setting aside of a def- 
inite amount of funds to provide services, items 
of equipment and facilities can and does provide 
a reasonable and orderly method of conducting 
business. The incurring of obligations can be 
rigidly controlled as a definite and fixed limit 





can be placed on any amount which can be 
committed for services, equipment and facil- 
ities. Superimposition of expenditure limits ona 
system which does not permit adequate control 
of expenditures results in a workload far out of 
proportion to the time available. A normal staff 
is not usually sufficient to permit detailed 
analyses and monitoring to keep up with con- 
ditions which occur daily to affect expenditures. 
The voluntary contributions of extra hours duty 
without pay of personnel involved and deferral 
of other urgent matters has occurred frequently 
since the establishing of expenditure targets. 

Adding to the many problems of expenditure 
estimating is the fact that there is no significant 
margin to adjust estimates upward if the need 
occurs. To obtain a fraction of one per cent 
increase in some instances has resulted in 
meetings at the highest levels. This appears due 
to overall expenditures exceeding initial esti- 
mates, a further indication of implications 
involved in imposing limitations without corres- 
ponding methods of control. 

Because of the multitude of factors entering 
into expenditure analyses review andcontrol, as 
observed by this writer, has been held at the 
departmental level. Targets have not been 
assigned to allotment holders. It is believed 
that the basic control must still be through 
obligations in the operation and maintenance 
area. Field commanders with expenditure tar- 
gets would become so engrossed in complying 
with the limitations that their basic mission 
could become endangered through lack of time 
to carry it out or reluctance to obligate avail- 
able funds in order to be safe and not exceed 
the targets assigned. In either case their primary 
purpose of providing force in readiness could 
be compromised with ultimate defeat of the 
very purpose we are trying to achieve, i.e., 
getting the most out of the funds available. 

In the event the continued review at Head- 
quarters indicates the assigned targets may be 
exceeded there are two alternatives. First, an 
attempt can be made to have the target in- 
creased. Portions of expenditure targets not 
materializing can be assigned by the responsible 
official to an area where increases are becoming 
evident. In the event no increase can be granted 
steps can be taken to reduce expenditures through 
reducing obligations, or other means which may 
be considered appropriate. 

The drawback to reducing planned obliga- 
tions is that an expenditure reduction is not di- 
rectly related to a change in obligations as there 
is usually a normal lag depending on the purpose 
for which the funds are being utilized. 

Again it is emphasized that the requirement 
for expenditure control is not questioned. The 
problems raised, however, point toward the 
conflicting criteria in estimating as well as lack 
of an effective instrument of control when 
expenditure targets have a small margin of 
flexibility. 
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PROGRESS OF BUDGETARY MANAGEMENT 
IN THE COAST GUARD 


Captain Paul Trimble 


Today, when prolonged search and rescue 
(SAR) operations threaten to dip his fuel allot- 
ment into the red, a Coast Guard district com- 
mander may reallocate funds from other allot- 
ments to cover the urgent requirement. The 
funds may come from such program allotments 
as travel, transportation of things, or replace- 
ment of office labor saving devices (typewriters, 
calculators, duplicators, etc.). He may even 
divert funds from maintenance of vessels, air- 
craft, vehicles or shore stations. In fact, if any 
of his programs develop a critical need for 
more funds than were provided in the initial 
allotments from Washington Headquarters, he 
not only has the authority to reallocate, but it 
is his responsibility to do so. 


RIGIDITY OF APPROPRIATION STRUCTURE 
AT END OF WAR 


The Coast Guard emerged from World War 
Il with an appropriation structure which did not 
lend itself to flexibility nor the most effective 
utilization of operating expense type funds. The 
purpose and lineup of appropriations at that 
time were as follows: 


TYPE OF 
APPRO- 


CG APPROPRIATIONS, 1947 PRIATION PURPOSE 





Salaries, Merchant Marine Annual Salaries of merchant marine 
Inspection inspection classified employ- 
ees at seat of government. 

Salaries, Office of the Annual Salaries of other classified 

Commandant employees at seat of govern- 
ment. 

Salaries and Expenses of Annual Salaries of inspectors in the 

Merchant Marine Inspection field, also administrative ex- 
penses of the function. 

Civilian Employees Annual Salaries of other field classi- 
fied employees. 

Pay and Allowances Annual Pay and allowances of mili- 
tary; travel and movement of 
household goods; pay of re- 
tired military personnel. 

General Expenses Annual Fuel and maintenance of ves- 
sels, aircraft, vehicles and 
shore stations; freight, print- 
ing, Communication services 
and other administrative ex- 
penses. 

Retired Pay, LHS Annual Retired pay for certain re- 
tired employees of the former 
Lighthouse Service. 

Establishing & Improvement Con- Capital improvements for the 

of Aids to Navigation tinuing aids to navigation program. 

Acquisition of Vessels Con- Other capital improvements, 

and Shore Facilities tinuing excluding aircraft movements 


which are not regularly pro- 

vided for in CG appropriation. 
The foregoing nine appropriations were 
broken down into 46 allotment accounts. Funds 
were then made avaiiable for programs under one 
or more of the 46 headings with no decen- 
tralized authority for transfer between accounts, 


even under the same appropriation. The district 
commander had to ask HQ for any additional 
funds needed under any of the 46 headings, with- 
out regard to the amount involved. He had no 
option in determining how his funds were to be 
utilized regardless of the priorities of the pro- 
grams for which he was responsible. As a 
result, he could not hope to achieve a balance 
in the prosperity of his programs, some flourish- 
ed while others were poverty-stricken. Further, 
balances remaining at the end of a fiscal year 
in each of the many accounts throughout the 
Coast Guard added up to a sizeable amount, and 
a correspondingly poor utilization of funds. 

Largely through the efforts of Captain C. 
B. Arrington, former Comptroller of the Coast 
Guard, the appropriation structure has now been 
streamlined into the following four distinct ex- 
penditure areas: 


TYPE OF 
CG APPROPRIATIONS, APPRO- 
1959 1) PRIATION PURPOSE 





Operating Expenses Annual 2) Military pay and allowances, 
salaries, maintenance, fuel, 
miscellaneous (excludes re- 


serve training expenses.) 


Retired Pay Annual Pay of retired military per- 
sonnel, and former Lighthouse 
employees. 

Reserve Training 3) Annual Reserve training program, in- 
cluding pay and allowances and 
salaries of administrators. 

Acquisition, Construction Con- Capital improvements, includ- 

and Improvements tinuing ing acquisition of vessles and 


aircraft. 
Notes: 


1. Does not include the following funds: 

(a) YARD FUND - revolving industrial 
fund through which Coast Guard 
YARD at Curtis Bay, Md. is 
financed. 

(b) SUPPLY FUNDS - revolving supply 
funds to finance subsistence, 
clothing and general stores in- 
ventories. 

(c) TRUST FUNDS - gift funds, Academy 
Athletic Association, Academy 
cadet pay deposit accounts, etc. 

. The operating expense appropriation is 
an X account for accounting purposes, but 
an annual appropriation for obligation 
purposes. 

3. The reserve training program is new, 

not provided for in the World War Il 
appropriation structure. 


N 


Unique among the armed services is the 
make-up of the Coast Guard’s operating expense 
appropriation. This appropriation provides not 
only for training and recruiting expenses, fuel, 
travel, freight, salaries of civilian employees 
and maintenance of ships, aircraft and shore 
stations, but also pay and allowances of military 
personnel. With this arrangement considerable 
flexibility is afforded in meeting budgetary re- 
quirements. Consequently, the budget program 
is slanted towards carrying out Coast Guard 
statutory responsibilities and not towards main- 
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items are found. Limiting of operations through 
apportionment requires programming which may 
be quite different from that contemplated when 
the original estimate of expenditures was made. 
Draw down of stocks may be required to pro- 
duce the required reimbursements to provide 
the planned net expenditures. Differences in 
availability of consumer appropriations may 
have a direct result on stock fund. Any repro- 
gramming, or shifts in military populations, are 
also among the many factors which must be 
taken into consideration when determining the 
net outlay of cash from a Stock Fund account. 
Within the available expenditure target a balance 
must be maintained as to items purchased for 
stock with no immediate return. Lead time on 
items ordered has to be considered and the 
probable effect of deliveries occurring in a 
subsequent year. The Single Manager program 
where certain items, e.g., clothing, are funded 
by the Stock Fund on a retail basis introduces 
further complications into estimating expendi- 
tures. Although ordering units obligate their 
funds on requisition of Stock Fund items collec- 
tions approximate deliveries. Any delay in 
supply support produces unforeseen effects on 
expenditure estimating in both the Stock Fund 
receipts and the expenditures to be recorded 
against the using appropriation. 

Because of the multitude of factors effecting 
expenditures the task of expenditure control 
cannot be placed in any one segment of the 
staff. The combined effort of all staff agencies 
is essential requiring a truly integrated effort. 

The approach taken in expenditure esti- 
mating, after review of results obtained, is 
believed as realistic as can be obtained under 
the present funding procedures. Estimates as 
entities are basically computed at the appro- 
priation, or other highest division of funds 
available. In arriving at the estimates past 
years experience is the starting point. A pro- 
jection based strictly on experience would not 
be valid. Program execution plans must be 
known. This of course requires analyses ona 
budget project basis or even on an item basis 
much below the appropriation level. The ‘‘mix’’ 
of items may be introduced into the procurement 
area, with deliveries and resultant expenditures 
dependent on many factors. Administrative time 
in planning, contracting and availability of pro- 
duction lines all affect expenditures. 

The basic problem in expenditure estimating 
is incompatibility of controls. Factors entirely 
outside the control of the administering agency 
preclude an orderly and meaningful analysis 
toward satisfactory expenditure estimates. 
Funds have been controlled in the past primarily 
through obligations. The setting aside of a def- 
inite amount of funds to provide services, items 
of equipment and facilities can and does provide 
a reasonable and orderly method of conducting 
business. The incurring of obligations can be 
rigidly controlled as a definite and fixed limit 


can be placed on any amount which can be 
committed for services, equipment and facil- 
ities. Superimposition of expenditure limits ona 
system which does not permit adequate control 
of expenditures results in a workload far out of 
proportion to the time available. A normal staff 
is not usually sufficient to permit detailed 
analyses and monitoring to keep up with con- 
ditions which occur daily to affect expenditures. 
The voluntary contributions of extra hours duty 
without pay of personnel involved and deferral 
of other urgent matters has occurred frequently 
since the establishing of expenditure targets. 

Adding to the many problems of expenditure 
estimating is the fact that there is no significant 
margin to adjust estimates upward if the need 
occurs. To obtain a fraction of one per cent 
increase in some instances has resulted in 
meetings at the highest levels. This appears due 
to overall expenditures exceeding initial esti- 
mates, a further indication of implications 
involved in imposing limitations without corres- 
ponding methods of control. 

Because of the multitude of factors entering 
into expenditure analyses review and control, as 
observed by this writer, has been held at the 
departmental level. Targets have not been 
assigned to allotment holders. It is believed 
that the basic control must still be through 
obligations in the operation and maintenance 
area. Field commanders with expenditure tar- 
gets would become so engrossed in complying 
with the limitations that their basic mission 
could become endangered through lack of time 
to carry it out or reluctance to obligate avail- 
able funds in order to be safe and not exceed 
the targets assigned. In either case their primary 
purpose of providing force in readiness could 
be compromised with ultimate defeat of the 
very purpose we are trying to achieve, i.e., 
getting the most out of the funds available. 

In the event the continued review at Head- 
quarters indicates the assigned targets may be 
exceeded there are two alternatives. First, an 
attempt can be made to have the target in- 
creased. Portions of expenditure targets not 
materializing can be assigned by the responsible 
official to an area where increases are becoming 
evident. In the event no increase can be granted 
steps can be taken to reduce expenditures through 
reducing obligations, or other means which may 
be considered appropriate. 

The drawback to reducing planned obliga- 
tions is that an expenditure reduction is not di- 
rectly related to a change in obligations as there 
is usually a normal lag depending on the purpose 
for which the funds are being utilized. 

Again it is emphasized that the requirement 
for expenditure control is not questioned. The 
problems raised, however, point toward the 
conflicting criteria in estimating as well as lack 
of an effective instrument of control when 
expenditure targets have a small margin of 
flexibility. 
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PROGRESS OF BUDGETARY MANAGEMENT 
IN THE COAST GUARD 


Captain Paul Trimble 


Today, when prolonged search and rescue 
(SAR) operations threaten to dip his fuel allot- 
ment into the red, a Coast Guard district com- 
mander may reallocate funds from other allot- 
ments to cover the urgent requirement. The 
funds may come from such program allotments 
as travel, transportation of things, or replace- 
ment of office labor saving devices (typewriters, 
calculators, duplicators, etc.). He may even 
divert funds from maintenance of vessels, air- 
craft, vehicles or shore stations. In fact, if any 
of his programs develop a critical need for 
more funds than were provided in the initial 
allotments from Washington Headquarters, he 
not only has the authority to reallocate, but it 
is his responsibility to do so. 


RIGIDITY OF APPROPRIATION STRUCTURE 
AT END OF WAR 


The Coast Guard emerged from World War 
Il with an appropriation structure which did not 
lend itself to flexibility nor the most effective 
utilization of operating expense type funds. The 
purpose and lineup of appropriations at that 
time were as follows: 


TYPE OF 
APPRO- 


CG APPROPRIATIONS, 1947 PRIATION PURPOSE 





Salaries, Merchant Marine Annual Salaries of merchant marine 
Inspection inspection classified employ- 
ees at seat of government. 

Salaries, Office of the Annual Salaries of other classified 

Commandant employees at seat of govern- 
ment. 

Salaries and Expenses of Annual Salaries of inspectors in the 

Merchant Marine Inspection field, also administrative ex- 
penses of the function. 

Civilian Employees Annual Salaries of other field classi- 
fied employees. 

Pay and Allowances Annual Pay and allowances of mili- 
tary; travel and movement of 
household goods; pay of re- 
tired military personnel. 

General Expenses Annual Fuel and maintenance of ves- 
sels, aircraft, vehicles and 
shore stations; freight, print- 
ing, Communication services 
and other administrative ex- 
penses. 

Retired Pay, LHS Annual Retired pay for certain re- 


tired employees of the former 
Lighthouse Service. 


Establishing & Improvement Con- Capital improvements for the 


of Aids to Navigation tinuing aids to navigation program. 
Acquisition of Vessels Con- Other capital improvements, 
and Shore Facilities tinuing excluding aircraft movements 


which are not regularly pro- 

vided for in CG appropriation. 
The foregoing nine appropriations were 
broken down into 46 allotment accounts. Funds 
were then made available for programs under one 
or more of the 46 headings with no decen- 
tralized authority for transfer between accounts, 


even under the same appropriation. The district 
commander had to ask HQ for any additional 
funds needed under any of the 46 headings, with- 
out regard to the amount involved. He had no 
option in determining how his funds were to be 
utilized regardless of the priorities of the pro- 
grams for which he was responsible. As a 
result, he could not hope to achieve a balance 
in the prosperity of his programs, some flourish- 
ed while others were poverty-stricken. Further, 
balances remaining at the end of a fiscal year 
in each of the many accounts throughout the 
Coast Guard added up to a sizeable amount, and 
a correspondingly poor utilization of funds. 

Largely through the efforts of Captain C, 
B. Arrington, former Comptroller of the Coast 
Guard, the appropriation structure has now been 
streamlined into the following four distinct ex- 
penditure areas: 


TYPE OF 
CG APPROPRIATIONS, APPRO- 
1959 1) PRIATION PURPOSE 





Operating Expenses Annual 2) Military pay and allowances, 
salaries, maintenance, fuel, 
miscellaneous (excludes re- 


serve training expenses.) 


Retired Pay Annual Pay of retired military per- 
sonnel, and former Lighthouse 
employees. 

Reserve Training 3) Annual Reserve training program, in- 
Cluding pay and allowances and 
salaries of administrators. 

Acquisition, Construction Con- Capital improvements, includ- 

and Improvements tinuing ing acquisition of vessles and 


Seis aircraft. 


1. Does not include the following funds: 

(a) YARD FUND - revolving industrial 
fund through which Coast Guard 
YARD at Curtis Bay, Md. is 
financed. 

(b) SUPPLY FUNDS - revolving supply 
funds to finance subsistence, 
clothing and general stores in- 
ventories. 

(c) TRUST FUNDS - gift funds, Academy 
Athletic Association, Academy 
cadet pay deposit accounts, etc. 

The operating expense appropriation is 

an X account for accounting purposes, but 

an annual appropriation for obligation 
purposes. 

3. The reserve training program is new, 

not provided for in the World War II 
appropriation structure. 


~ 


Unique among the armed services is the 
make-up of the Coast Guard’s operating expense 
appropriation. This appropriation provides not 
only for training and recruiting expenses, fuel, 
travel, freight, salaries of civilian employees 
and maintenance of ships, aircraft and shore 
stations, but also pay and allowances of military 
personnel. With this arrangement considerable 
flexibility is afforded in meeting budgetary re- 
quirements. Consequently, the budget program 
is slanted towards carrying out Coast Guard 
statutory responsibilities and not towards main- 
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taining a specified personnel level. If it becomes 
desirable to add civilian personnel in place of 
military personnel, or vice versa, toaccomplish 
a given program, the financial plan of allotments 
is amended accordingly. Further, the personnel 
plan may be reduced to provide funds to doa 
project on a contractual basis rather than using 
our own forces. This flexibility extends to pro- 
jects or programs carried on for another agency 
on a reimbursable basis; military or civilian 
personnel may be added for this purpose and 
the costs accumulated under just one appropri- 
ation. 

Because many elements of the military 
personnel program, such as training, re-enlist- 
ment, availability of technical personnel, rank 
and grade distribution, etc. do not lend them- 
selves to control in the field, this program is 
controlled centrally. An automatic allotment is 
picked up in the field to cover military and 
classified employee payrolls. 

Except for personnel funds which are re- 
tained by Headquarters, district commanders 
may reallocate funds as necessary between 
operating expense program allotments. This not 
only speeds up such programs because minor 
financial changes no longer have to be referred 
to Headquarters, but also makes possible better 
utilization of funds by priority application tothe 
job at hand. 


PROJECTED CHANGES FOR FUTURE 


Among the many possible improvements 
which remain unaccomplished, two are note- 
worthy of mention. First is the decentralization 
of vehicle replacement funds to the field, so 
that repair and replacement responsibility will 
be in the same place. This change should make 
limited funds go further and also facilitate deter- 
mination of replacement priorities by reducing 
the programming lead time. 


Second, it is planned to merge the funds now 
separately allocated for freight (Object 03) with 
the allocation for programs which generate ship- 
ments. As an account separate from such pro- 
grams, freight is not a readily controllable ex- 
pense. It can, however, be controlled by inclu- 
sion with maintenance funds, or with any program 
requiring the movement of material. The amount 
spent for freight can be easily determined 
through cost accounts. 

In most cases, the complications which arise 
in effecting management improvements seem to 
be in the area of human relations, rather than in 
developing a new set of procedures. It sometimes 
takes years to accomplish simple improvements 
such as the two examples cited above. Sometimes 
different organizational segments have to be 
sold, or even organizational changes made, not 
to mention position description changes, billet 
changes, or running a long, discouraging clear- 
ance gantlet. If management can keep from 
running out of gas, or nuclear energy, these 
obstacles can be overcome. 

A skeleton organization of the Coast Guard 
under the Treasury Department is shown for 
information. 


U. S. COAST GUARD ORGANIZATION PLAN (Skeletonized) 
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KNOW YOUR OFFICERS 


Major Samuel V. Anthone 
U. S. Air Force (Ret.) 


General Counsel of ASMC 


Samuel V. Anthone, Founding Member and 
General Counsel, was born at New Haven, Conn., 
10 March 1900. Attended primary and secondary 
schools in and near Waterbury, Conn. 

Entered the military service with the Conn. 
National Guard in June of 1916 and served 
during the border incident of that period as an 
infantry soldier. 

Transferred to the Air Service Section of 
the Signal Corps, U. S. Army, in August 1917, 
and served with several units overseas. 

Discharged in July 1919 and entered College 


until 1923. After completion entered his father’s 
business in Waterbury, Conn. Also that year 
he took unto himself his bride, Miss Florence 
Karno, of Waterbury, Conn. 

Reentered the Army Air Corps in 1928, and 
progressed thru all ranks, non-commissioned, 
warrant and commissioned until retirement in 
June, 1950. 

Attended the Law School at the University 
of Miami, graduated with an LLB in June 1955. 

Presently solving Tax problems, special- 
izing in Estates. 
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HUMAN RELATIONS APPLIED TO AIR FORCE COMPTROLLERSHIP 


Brigadier General Paul W. Scheidecker 
Comptroller, Air Defense Command 
United States Air Force 


Section One of Brigadier General Scheidecker’s article appeared in the June Issue 
of the Armed Farces Comptroller. 


Chapter III 
RELATIONS WITH THE COMMANDER 


We have examined the Comptroller as an 
individual and have discussed his relationship 
with others on the staff. This chapter will con- 
sider the Comptroller in relation to the Com- 
mander. 


THE COMMANDER’S PRIMARY TASK 


Like others who have people working for 
them, the Commander’s primary task is to get 
a job done thru the efforts of other individuals. 
In more formal terms, this task has been aptly 
defined as: 

‘‘The leader (Commander) occupies a po- 
sition of responsibility for and to others in 
getting things done thru group effort in organ- 
izations. The qualities which distinguish the 
leader are his ability to think and act respon- 
sibly, to work cooperatively with others, and 
to provide others with opportunities to work 
effectively and with satisfaction within the 
group.” 

Essentially the same definition has been 
stated by Mr. Chester Barnard, President of the 
New Jersey Bell Telephone Company: 

‘‘Leadership refers to the quality of the 
behavior of individuals whereby they guide people 
or their activities in organized effort.”’ 

In these definitions, let us note their human 
qualities. They should be remembered thruout 
the remainder of this study. 


ADVISING THE COMMANDER 

As the chief executive, or head manager, the 
Commander performs certain basic functions: 
(1) planning, (2) organizing, (3) directing, (4) co- 
ordinating, and (5) controlling. These are gener- 
ally known as the five functions of management. 
They are performed by all managers, both inthe 
military and in industry, by anyone with a job to 
do and people to help him do it. They are the 
tools by which group effort is unified. When ap- 
plied properly, these functions lead people to 
work harmoniously together as a team. 

As pointed out in 1951 by General E. W. 
Rawlings, when he was DCS/Comptroller, Head- 
quarters USAF, ‘‘Management and control of 
operations of the Air Force have grown incom- 
plexity equal to the technological development 
of a:rcraft.’’ Continuing, he said, ‘‘as we no 


longer fly aircraft by ‘the seat of our pants,’ 
neither can we guide the operation of the Air 
Force by personal touch.’’ 

Expanding this, we know that modern air- 
craft must be flown by highly trained pilots, 
supported by the specialized skills of meteor- 
ologists, mechanics, radiooperators, navigators 
and many others. Likewise, the Commander of 
a military organization must be a highly trained 
executive, aided in the performance of his 
duties by many skilled specialists. The Comp- 
troller is one of the latter. 

It might be said that the Comptroller helps 
with navigation by answering questions like 
‘‘Where are we?’’ ‘‘How did we get there?”’ 
‘‘Where might we be going?’’ ‘‘Where should 
we be?’’ To answer such questions, the Comp- 
troller performs three main tasks: (1) he col- 
lects facts, (2) he interprets and analyzes these 
facts, and finally, (3) he advises based on his 
findings. As such, he informs the Commander 
about the status of the command. 

The quantity of facts to offer the Com- 
mander, in what detail, poses an interesting 
enigma. It is especially difficult for the newly 
arrived Comptroller, who isn’t acquainted with 
his Commander, to know how much is enough. 
On the one hand, he doesn’t want to bother the 
Commander with too much information. On the 
other, he doesn’t want to starve him with too 
little. 

Somehow, during his ‘‘acceptance’’ phase, 
the Comptroller should strive to learn as much 
as he can about the Commander, how he thinks, 
how he talks, and how he works. In some way, 
he must find the happy medium between state- 
ments like, ‘‘Don’t bother me with so many 
details!’’ and ‘‘Why wasn’t I informed?’’ There 
are no magic formulas. The Commander should 
be studied in relationship to the job at hand 
and sound judgment applied. 

In providing information and advice, Comp- 
trollers sometimes face problems inherent in 
the Commander himself. There are occasions 
when an officer who has never commanded a 
large, complex organization finds it difficult to 
divorce himself from the operating details he 
handled at lower organizational levels. Some are 
unable to unshackle themselves from the de- 
tails they handled while assigned to general or 
special staffs. Other examples could be cited. 
They all result in the Commander permitting 
himself to be burdened by details which do not 
deserve his attention. 


~~ 





Such unfortunate circumstances provide the 
Comptroller with an opportunity to exercise 
initiative and tact in skillfully laying significant 
information before the Commander. Gradually, 
over a period of time, he should be able to 
wean the Conimander from such details, by 
having him recognize and understand the use of 
‘*selected’’ data. 

I recall a senior officer two organizational 
levels above me who had quickly ascended in 
rank during World War II. Accustomed to super- 
vising a few people, most of whom he knew by 
their first names, he never did re-orient him- 
self fully to his new, much larger environment. 
Management was relatively easy when he had a 
few hundred people in his organization. Most of 
it was done on a personal basis. But a population 
of about 12,000 was an entirely different situ- 
ation. 

While outside my province to do anything 
about it, I did find it interesting to observe 
how this officer tried to manage. In addition to 
his personal visits, he got a few regular, re- 
curring reports that were poorly organized in 
format; that were hang-overs from the smaller 
organization. The most important information 
was not coming to him except by specific neces- 
sity — when he had to have it to help solve a 
crisis. One crisis followed another. 

In another case, a Commander required 
his Comptroller to prepare selected information 
for him regularly. But the information wasn’t 
usable for control purposes because it could 
not be related to a plan. This Commander had 
never seen the necessity to break his broad 
mission statement down into specific work ob- 
jectives. Nor did the Comptroller see the need 
to do so. 

Later, this Comptroller was replaced by 
another Comptroller. The latter wasted no time 
in sizing up the situation, then doing something 
about it. By selling himself, his people, and 
their services, the Comptroller encouraged the 
Commander to appreciate the need for, and 
practical use of, control information. 

There is another facet about the Commander 
that merits mention. Some don’t know what 
control information they need on a regular, 
recurring basis. Their experience and back- 
ground have not yet taught them how to manage 
in a big-business way. In short, they are not 
prepared to deal with all five functions of 
management, in terms of their current expanded 
responsibilities. One Commander may be a 
good organizer, the next a sound planner. The 
next may be an effective operator. Not enough 
of them do well at all four plus the control 
function. 

As a result, the Comptroller may have a 
sizable educational problem on his hands. Pa- 
tience, understanding, persuasion, timing, and 
tact, coupled with producing the right facts at 
the right time will help him. By the right 





facts is meant significant, understandable facts 
in the proper format, ones which will clearly 
help the Commander get his job done. 

Much has been written about the necessity 
for cost consciousness in the military services. 
We need it to carry out the policy of maximizing 
operational readiness within limited resources. 

Equipped with financial facts oriented to the 
command mission, supplied by the Comptroller, 
the Commander can do something about getting 
more done with less. If the latter responds well 
to such information, the Comptroller’s problem 
is small. But if the Commander isn’t interested 
in or frowns on financial information, the Comp- 
troller has another problem of education on his 
hands. It can be solved by selling again from the 
human standpoint. Persuasion is a good overall 
title for the action. 


SUPPORT BY THE COMMANDER 


There is another fact of Comptroller life 
that should not be overlooked. To be successful, 
Comptrollers need the active support of their 
Commanders. In fact, there is no substitute for 
the force of the Commander’s interest in any 
task in any functional area. This desirable 
condition cannot be attained by ‘‘papal decree’’ 
from higher headquarters that the Comptroller 
program, or 4n element of it, will be supported. 
It can only be achieved by real understanding 
and acceptance by the Commander (and his 
staff) of Comptrollership and its services. 

In Chapter II, consideration was given to 
several ways by which Comptrollers could gain 
acceptance for themselves. Here is how one 
Comptroller gained esteem for his organization 
from the Commander and his staff. Convinced 
that the top management team had blindly be- 
come accustomed to having the Comptroller 
organization aboard without truly knowing why 
they were there, the Comptroller was permitted 
by the Commander to make a presentation at an 
early staff meeting. At the meeting, he clearly 
pointed out what his mission was, how he was 
organized to accomplish it, and how it was 
designed to help others. Thruout the briefing, 
the Comptroller sincerely applied the principle 
of mutual service, offering service, cooperation, 
consultation, and advice. This technique of ex- 
plaining Comptrollership was eminently suc- 
cessful, later paying rich dividends in improved 
relationships. 

One of the questions fired at the Comp- 
troller during the discussion period was, ‘‘Is 
it true that the Comptroller is supposed to be 
the principal management advisor to the Com- 
mander?’’ The questioner was puzzled because 
one of his recent Commanders had looked on 
the Comptroller as the management expert. At 
meetings, that Commander was prone to say, 
“‘OK, Mr. Comptroller, you’re the management 
expert. What do you think?’’ 
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The Comptroller’s answer was exemplary. 
He pointed out that no one staff officer could 
possibly be the principal management advisor 
to the Commander. He cited two reasons: (1) 
management is everybody’s business and (2) 
the sphere of each staff officer’s management 
responsibility is confined to the staff officer’s 
own functions. Regarding the latter reason, the 
Comptroller pointed out that he advises the 
Commander regarding Comptroller functions, 
the Personnel Officer regarding personnel func- 
tions, etc., across the staff board. 

On the same tack, here is what Professor 
Glover of the Harvard Business School stated 
in a letter to the Honorable Eugene M. Zuckert 
when the latter was Assistant Secretary of the 
Air Force. He stressed the advisability of 
Commanders being informed of what assistance 
their Comptrollers can be. And he counseled 
that this assistance should be expressed in terms 
of specific contributions. In substance, he felt 
it should be designed to: 

a. Assure Commanders that the Comp- 
troller organization is essentially a device to 
strengthen their control over the effectiveness 
of their mission accomplishment, and definitely 
not some ‘‘scheme’’ to undermine the tradi- 
tional theory of military command, organization 
and way of doing business. 

b. Aid in overcoming the natural psycho- 
logical resistance of subordinates toward a 
new organization created from above. 

A wonderful feeling motivates Comptrollers 
who have attained a status of mutual understand- 
ing and respect with their Commanders. This 
mental kinship should be earnestly striven for. 
With mature Commanders, it results from Comp- 
troller-demonstrated qualities such as courtesy, 
sincerity, respect, good humor, industry, ini- 
tiative, dependability and performance. When 
this kinship prevails, there are few problems, 
many interesting situations. 


THE NEED FOR ACCURACY 


As a collector and analyzer of information, 
the Comptroller must be extremely careful of 
the accuracy of his statements. Admittedly, such 
a thought seems frayed around the edges. Yet, 
many officers lose the confidence of their 
superiors by habitually guessing when they 
don’t know the answer. Of course, there will 
be occasions when the Commander has to have 
some kind of an answer, on the spot. By all 
means, the Comptroller should give it to him, 
but should qualify the degree of guestimation, 
adding in essence, ‘‘I’ll find out right away.”’ 
A reputation for accuracy and reliability can 
be one of the Comptroller’s greatest assets. 

Altho there are many others who have 
attained such a desirable status, one Comp- 
troller, in particular, stands out. He had left 
such an indelible impression of accuracy in the 


mind of the Commander that the latter would 
often be heard to say, ‘‘ said so, 
so it must be all right.”’ 

Hand-in-glove with this consideration of 
accuracy, practical realities prescribe that only 
on the minimum number of occasions should 
the Comptroller fail by being unable to give 
complete, factual answers. There is nothing 
more self-satisfying, or more assuring to the 
Commander than having answers at one’s fin- 
gertips. While Commanders can be as unpre- 
dictable as other people, most of them follow 
particular channels of interest which can be 
readily detected by association and reflection. 
By applying insight, Comptrollers can keep an- 
swers in readiness for immediate use. 





WHEN THINGS GO WRONG 


There are times when a Comptroller may 
find that his position of acceptance in the or- 
ganization is threatened by the attitude and 
actions of the Commander. Recall that, as dis- 
cussed earlier, the Comptroller must have the 
Commander’s full support to succeed. 

For example, the Comptroller may sense 
such a change in the Commander’s attitude. 
This may be reflected by impatience or by 
diminishing interest in Comptrollership. Once 
this change is noted, the Comptroller should 
lose no time in ascertaining why. However, he 
should watch himself closely and not go off 
‘*half-cocked.’’ Facts, not impulses, should be 
the guides for corrective action. Whether or not 
to talk to the Commander, or let time heal the 
wound, can only be determined by the nature 
of the situation. 

The following example has occurred in the 
past and will happen many times in the future. 
The Comptroller may find that his Commander 
does not appreciate the time involved tocollect, 
analyze, interpret and present facts. Being the 
‘‘operating’’ type, he may ask the Comptroller 
to complete a particular survey in one week. 
On the other hand, the Comptroller realizes 
that adequate treatment calls for at least a 
month — less time would produce ‘‘slapdash’’ 
results. 

In handling this situation, the Comptroller 
must be honest with the Commander and him- 
self. In a calm, pleasant way, he should explain 
that preparation of a well crafted product, to 
which the Commander is entitled, will take 
longer. He should include a proposed plan of 
action plus an estimate of the time required to 
complete each phase. Should the Commander 
be sympathetic toward moving the deadline 
back, the spotlight is then on the Comptroller 
to produce. If he does, he gains in mental 
kinship. If he doesn’t, he loses valuable ground 
that will be difficult to retake. 

On the other hand, the Commander may 
exhibit a ‘‘Damn the torpedoes, full speed 
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ahead!” attitude. Regardless of what his logic 
and feelings tell him, having had his ‘‘day in 
court,”’ there is only one course for the Comp- 
troller — energetically to do the best he can 
under the circumstances. 


THE FACTOR OF LOYALTY 


In this entire area concerning the Comp- 
troller’s relations with the Commander, one 
factor should be mentioned because of its 
transcending importance. Briefly, the Comp- 
troller should never overlook the fact that he 
is working for the Commander. True, depending 
on how you look at it, he works for his country, 
the military, his service, the command, his 
family, or himself. But his most direct alle- 








giance, on the job, goes to the Commander. 
The Comptroller must take his place among 
the other staff officers in working harmoniously 
with the Commander, along the paths the Com- 
mander chooses. As such, the Comptroller will 
be united with others to achieve vital common 
objectives. There will be unity of purpose. 

The range of human qualities comprising 
this factor of working for the Commander is 
indeed broad. To mention only a few, there is 
cooperation, unselfishness, acceptance, faith, 
understanding, trust, character, and obedience. 
If asked to combine them up into one word, I 
would say that working for the Commander 


demands loyalty. End of Section Two 


Section Three of Brig. Gen. Scheidecker’s 
article will appear in the next issue of The 
Armed Forces Comptroller. 








KNOW YOUR OFFICERS 


Vice Admiral Edward W. Clexton 
United States Navy 


Immediate Past President of ASMC 


Edward William Clexton was born on August 
15, 1900, at Staten Island, New York, son of 
Andrew R. and Mrs. Anna V. (Finnerty) Clexton. 
He attended the public schools of New York, 
and Columbia University, New York, New York, 
and had enlisted service in the U. S. Army 
during World War I. He was appointed to the 
U. S. Naval Academy, Annapolis, Maryland, from 
his native state in 1920, and as a Midshipman 
was a member of the plebe andthe varsity crew; 
‘*N’’ Club; and Water Polo Team; was Midship- 
man Lieutenant Commander (First Battalion); 
and was President of the Class of 1924. Grad- 
uated with distinction, fourth in his class, on 
June 4, 1924, and commissioned Ensign, he 
subsequently advanced to the rank of Rear Ad- 
miral to date from July 1, 1953. On February 3, 
1956 he was nominated to the rank of Vice 
Admiral while serving as Chief of Naval Mater- 
ial; his date of rank is February 9, 1956. 

' Following graduation he served on board 
the U.S.S. MISSISSIPPI. Later he served on the 
U.S.S. LEXINGTONand during WW-II on the 
U.S:S. RANGER and U.S.S. YORKTOWN in the 
Atlantic Theatre. 

He attended the Postgraduate School in 
Annapolis and the Massachusetts Institute of 
Technology, Cambridge, Mass., where he re- 
ceived a Master of Science degree in 1929. 

He was designated a Naval Aviator in 1934. 
In 1935 he was designated for Aeronautical 
Engineering Duty and was in charge of the de- 
sign, development and test of the catapults and 
arresting gears that were used on our carriers 
during the war. He made the first experimental 
shots off the catapults. 

Prior to WW-lII he was in charge of the 
design and development of dive-bombers and 


torpedo bombers in the Bureau of Aeronautics. 
Immediately after the war he was made Director 
of Maintenance in the Bureau to reestablish 
management and control of the overhaul of all 
aircraft, engines and aeronautical material 
under the Bureau of Aeronautics. 

In July 1947 he was assigned duty in the 
Budget Office of the Navy andon 18 October 1948 
was made Director of Budget and Reports with 
the rank of Rear Admiral. In this assignment 
he was in charge of the Navy Department Budget 
for the Secretary in all hearings before Con- 
gressional committees and other higher author- 
ity. The budgets during his tenure of office 
totalled over $100 billion. On April 20, 1955 
he was made Deputy Comptroller of the Navy, 
and on February 1, 1956 assumed duty as Chief 
of Naval Material. 

Vice Admiral Clexton’s decorations include 
the Legion of Merit, a Commendation Ribbon 
from Secretary Forrestal, Victory Medals for 
WW-I and II, and the war theatre medals. 

He was married to Zita Mary Langhorne 
of Alameda, California, on 14 June 1930 and 
has six children - five girls and one boy. Mrs. 
Clexton died on 30 April 1948. Admiral Clexton 
resides at 4225 Lorcom Lane, Arlington, Va., 
with his daughters Julia, Mary, and Catherine. 
His other daughters Nancy and Zita are married. 
His son Edward W. Clexton, Jr., is a Midship- 
man Second Class at the U. S. Naval Academy. 

Vice Admiral Clexton is President of the 
Army-Navy Country Club and a member of the 
Army-Navy Town Club, the New York Yacht 
Club, the Institute of the Aeronautical Sciences; 
and past President of the American Society of 
Military Comptroliers. 
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TAKING STOCK 
(PROGRESS REPORT IN IMPLEMENTING COMPTROLLERSHIP WITHIN THE ARMY) 


Lieutenant General Wm. S. Lawton, USA 
Comptroller of the Army 
National President of ASMC 


Comptrollership in the Army is now ten 
years old, and much has gone over the ‘‘dam’’ 
during this time. I cannot identify myself with 
more than a fraction of this effort — but I am 
in a position to view the current picture in terms 
of our past accomplishments and our objectives 
for the future. 

To begin with, it is significant that the idea 
of having a Comptroller on the Army staff was 
conceived within the Army. Top management 
felt the need for some organizational changes 
and new approaches to meet the modern day 
business challenge. 

It was eleven years ago last August that 
the War Department Policies and Programs Re- 
view Board, frequently called the Haislip Board, 
published its final report. General Haislip and 
his associates pointed out that ‘‘greater atten- 
tion should be paid to the problem of developing 
management techniques in organization, proce- 
dures, statistical reporting, budgeting, cost 
accounting, and other activities which will reveal 
the spots where economies can and should be 
effected.’’ This report further recommended that 
an office be created to attack this problem on a 
specialized and continuing basis. 

On January 2, 1948, General Eisenhower, 
then Chief of Staff, directed that the Office of 
Army Comptroller be established as part of the 
Office of the Deputy Chief of Staff. The Deputy 
Chief of Staff, in 1948, occupied a position 
similar to the Vice Chief of Staff today. The 
directive creating this new office indicated that 
the Army Comptroller would be responsible for 
matters pertaining to budget, fiscal, statistical 
and management engineering activities of the 
Department of the Army. We should note here 
that no new functions came into beingasa result 
of creating this new office; rather, it was merely 
a process of bringing together related functions. 
The Budget Division, for example, had been in 
operation in one form or another since 1921. 
The Central Statistical Office and the Manage- 
ment Office were transferred from the Office of 
the Chief of Staff to the Office of Army Comp- 
troller. The next major development occurred in 
December 1948, when commanding generals of 
major Army commands were directed to estab- 
lish comptroller offices in their headquarters. 
It is significant that these organizational changes 
occurred prior to the enactment of the National 
Security Act Amendments of 1949, Title IV, 
Public Law 216, 81st Congress, which was the 
law requiring the military departments to estab- 
lish comptroller offices. The point [ am trying 


to make is that the Army — on its own — saw 
the need for improved management and had taken 
steps to gain better control over the utilization 
of funds before Congress passed the law. By the 
time Public Law 216 was passed and approved 
on August 10, 1949, the Army had comptrollers 
at installation level in many commands. 

What organizational changes did this legis- 
lation require? Very few. Public Law 216 stated 
that the Comptroller of the Army would be 
under the direction of the Secretary of the Army. 
The law also provided that the Comptroller 
could have concurrent responsibility to the Chief 
of Staff. The Comptroller of the Army is pre- 
sently responsible for carrying out the direc- 
tives issued by the Secretarial and Chief of 
Staff levels, as well as keeping both informed 
as to financial management matters. 

We had made progress prior to the enact- 
ment of Public Law 216 and have made much 
more progress since August of 1949. During the 
Korean War, we were obliged to defer many 
financial improvements. In recent years, how- 
ever, we have accelerated our implementation of 
new systems and techniques. Reviewing just a 
few, the Army Command Management System 
will soon be completely installed throughout the 
Army. We have applied the Stock Fund Army- 
wide on the wholesale level. We have tested the 
extension of the Stock Fund to installations on a 
vertical basis, and are now planning to test it 
on a horizontal basis. We have applied financial 
inventory accounting and consumer funding 
world-wide. We have revised the Operations 
and Maintenance budget structure, reducing the 
number of programs from 16 to 8. We have 
established an Internal Audit program world- 
wide, which has been rapidly developed into an 
effective professional service to the Army. 
These changes did not come easily, and we have 
not reached the point where we can rest on our 
laurels — quite the contrary. Now is the time 
to take stock. We must simplify and stabilize 
our financial systems and secure the most 
effective information for better management. 

There is a continuing program to reduce 
what some people have termed ‘‘complexities’’ 
of ACMS. Surveys have been conducted at in- 
stallations in each Army Command, and the 
findings and recommendations have been made 
available to all commands for information and 
adoption as appropriate. At Fort Knox, Kentucky, 
a Model Practices Project is being conducted 
with these objectives: 
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1. Study the uses made of information pro- 
duced by the System at installation, Army, 
USCONARC, and Department of Army levels. 

2. Identify such deficiencies as may exist in 
the system to meet the needs of management at 
all levels of command. 

3. Devise such further simplifications and 
improvements as may be possible in the proce- 
dural practices under the system. 

4. Give particular attention to the numerous 
technical reports originating at installation level 
which contain financial and/or performance 
information, with a view to establishing the need 
for such data by the agencies receiving it. 
Where the need actually exists, efforts will be 
devoted to assuring that duplications in reports 
are eliminated and that the reported financial 
and performance information is produced from 
single sources with the Class I Command 
Management System. 

5. Make recommendations for action by 
appropriate commands based on findings and 
conclusions as a result of the project. 

6. Produce a written record suitable for 
publication describing the processes of program 
management in accordance with model practices. 

Good results have already been obtained. 
In the Area of Quartermaster Technical Service 
reports, DCSLOG, OQMG, CONARC and COA 
participants will eliminate two reports and are 
eliminating an estimated 60% or more of the 
detail required by other reports. Regulations 
are now in the process of revision. I expect 
similar results in other areas. 

Another example of simplification effort 
is the reduction in FIA categories. Class I 
installations were required to report in terms 


of more than 600 categories. As a result of 
the previously mentioned surveys and other 
efforts, the categories have been reduced to 51, 
effective last July. This represents simplifica- 
tion as it should be. If management can use only 
51 or 25 or 1 instead of 600, this is what they 
will have. The system and its products will be 
as detailed or as simple as management wants 
it. 

The next point is stabilization of our finan- 
cial systems. During the trial period of develop- 
ment and implementation of new systems and 
procedures, there were necessarily a numberof 
changes in the way we do things. We must all 
recognize that changes raise havoc with the way 
we do things and generally preclude comparisons 
of trend data which are so important in fore- 
casting requirements and justification for re- 
sources. Hence, stabilization involves simi- 
larity, continuity and compatibility. It does not 
mean ‘‘resistance to change,’’ because with this 
premise, progress ends. We must ‘‘resist change 
for the sake of change,’’ however. 

We must have and insist on stabilization, 
knowing that there are trends and forces which 
will cause unstable conditions. A minimum 
period of two years, and preferably longer, with- 
out major change is needed. Then we will have 
the opportunity to establish standards, reduce 
and simplify reports, and separate the wheat 
from the chaff. It is like a battle. We attack, 
seize the first position, gather and re- groupour 
forces, and then move to the next objective. 
We’ve seized the first objective by integration 
of accounting, coordination between Program and 
Budget. Now, we have to count casualties, re- 
group and stabilize before the next move. 
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MEET THE EDITOR— 


National Editor, Kenneth E. Dunlap, per- 
forms the vital role of obtaining articles, 
assembling, coordinating and producing each 
issue of ‘“The Armed Forces Comptroller’’ and 
‘‘The Armed Forces Newsletter.’’ He plans the 
layout and then schedules, monitors and shep- 
herds the separate parts of each journal and 
newsletter from raw copy right on through the 
printing presses, until they emerge as finished 
products each quarter. 

Before joining ASMC, Mr. Dunlap was a 
Navy Auditor, Yards and Docks, an Auditor on 
the staff of the Comptroller General of the 
United States and a Contract Negotiator, Depart- 
ment of the Army, Philadelphia Ordnance Dis- 


trict, Philadelphia, Pa. He became associated 
with ASMC via the Office of the Comptroller, 
Contract Audit Division, Navy, Washington, 
D. C. 

Mr. Dunlap attended the University of 
Pennsylvania and is a graduate of the Inter- 
national Accountants Society, Inc. 

Mr. Dunlap is a Past President of the 
Advisory Council of the NAFSSC(Non- Academic 
Fraternities and Sororities of Southern Cali- 
fornia), a Past National Vice President of Phi 
Delta Kappa fraternity and Founder of the 
California Lambda Los Angeles, chapter of 
that fraternity. 
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APPROPRIATION STRUCTURE AND EXPENDITURE CONTROLS 
IN THE DEPARTMENT OF THE NAVY 


J. Sinclair Armstrong 
Assistant Secretary of the Navy (Financial Management) 
Comptroller of the Navy 


EXPENDITURE CONTROLS IN DEFENSE 
FINANCIAL MANAGEMENT 


It is generally accepted by economists and 
public men of both political parties that, except 
for wartime or extreme national emergencies, 
the revenues of the Federal Government should 
equal or exceed its expenses. This philosophy 
has been formally adhered to by Presidents and 
political parties in power over the past quarter 
century, but except in the past few years the 
resistance by the Executive Branch to deficit 
spending has not been great enough to deter 
the tremendous pressure for more and more 
Federal spending regardless of the revenue 
raised by taxes. 

Fortunately for our National Defense pos- 
ture, a steady, high level of expenditures for 
defense has been maintained since the Korean 
War, so that the military have been able to lay 
out and follow long range plans without the dis- 
ruption and cost of drastic reductions in some 
periods followed by crash build-ups in others. 
Thus the concept of expenditure planning and 
control has taken shape and become of real 
advantage to those responsible for planning and 
executing military programs. 

In recent months, as our research efforts 
have led us to the threshold of tremendous tech- 
nological advances in weapons and weapon sys- 
tems, as the Soviet threat has appeared con- 
tinuously menacing, and as wages and materials 
have continued steadily to rise, appropriations 
and expenditures for defense have had to in- 
crease, thus once again contributing to anover- 
all deficit financing position of the Federal 
Government. 

In this context, it becomes of even more 
critical importance than in the past that the 
financial affairs of the military departments be 
so managed that full use of appropriations be 
made at the same time as preestablished expen- 
diture rates are adhered to so as to maintain a 
sound financial position for the Government as 
a whole and contribute to a sound national 
economy. 


BUDGET CATEGORIES 


Insurance companies have long known that, 
by spreading the risk of contingent liabilities, the 
incidence of a single disabling liability is 
avoided. The same principle applies in com- 
puting the incidence of liability ina pension fund. 
An actuary computing the pension liability of a 


corporation can make more accurate predictions 
for hundreds of thousands of employees of a 
large enterprise than the same actuary seeking 
to predict the incidence of pension liability in a 
small firm. Similarly, the prediction of the inci- 
dence of variables in the expenditure pattern of 
a Government appropriation account will in- 
crease in accuracy as the size ofthe appropria- 
tion fund increases. 

The present budget structure of the Depart- 
ment of the Navy is related to the organization 
of the Department. The technical bureaus and 
Headquarters, Marine Corps, control in separate 
appropriation accounts the maintenance and 
operation funds necessary for their operation 
during each fiscal year. This is unlike the De- 
partments of the Army and the Air Force, each 
of which has a single over-all maintenance and 
operation appropriation. 

Within the Navy, no authority exists for the 
transfer of any unneeded funds left in any parti- 
cular maintenance and operation account to 
another account which may be short. If the Navy 
had a single maintenace and operation appropria- 
tion, the Department could employ the money 
within the appropriation as it determined without 
seeking specific legislative authority to shift the 
money around among the major programs justi- 
fied in the budget presentation. Of course, pre- 
sent procedures to advise the Congressional 
Committees of reprogramming should continue 
to be followed so as to inform the Congress 
exactly how the money appropriated was actually 
being spent. 

Examples of difficulty flowing from the pre- 
sent bureau-sponsored maintenance and opera- 
tions accounts occurred in fiscal years 1957 and 
1958, when the funds inthe aircraft and facilities 
account were so short as to require some curtail- 
ment in flying toward the end of the years, and 
in fiscal year 1958 when, because of bills in- 
curred in the Dependents’ Medical Care program 
under Department of Defense policies over which 
we had no control, we incurred a statutory de- 
ficiency and had to seek legislative authority to 
transfer funds from the Ships and Facilities, 
Navy, appropriation to the Medical Care, Navy, 
appropriation. In the latter case, both the Army 
and the Air Force exceeded their budget estim- 
ates by large amounts, but did not incur deficien- 
cies and needed no Act of Congress tobail them 
out. 


PRICE PAID FOR FLEXIBILITY 


It seems clear to me that a single mainten- 
ance and operation account for the Navy would 
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give greater flexibility to the Department to use 
the funds appropriated by Congress wisely and 
in accord with the basic intent of Congress that 
funds appropriated be used for the best possible 
advantage of.our national defense. Yet for the 
past decade, while the Air Force and Army have 
taken advantage of single maintenance and opera- 
tion appropriation accounts, the Navy has con- 
tined with its present bureau- limited appropria- 
tion structure. 

This acceptance of bureau limitations upon 
the funds received from Congress may be traced 
to the basic concept that management responsi- 
bility, to be effective, requires full control of 
the funding authority associated with that man- 
agement responsibility. Thus, although the 
bureaus have competed with each other, and in- 
deed with the other appropriation sponsors within 
the Department of Defense, in the establishment 
of each bureau budget request to be included in 
the President’s Budget, they have not been willing 
to continue competing after Congress has appro- 
priated the funds and the programs are being 
executed. It has been felt that once a financial 
plan has been established, the responsible 
management group Can pursue its program with 
more certainty if the funds available toit cannot 
be transferred to other activities. 

This basic consideration must be weighed 
against the over-all requirements of the Depart- 
ment of the Navy. If firm administrative limita- 
tions are placed upon a budget activity, the 
security of funds programmed for a particular 
bureau or office or for the Marines can be 
preserved without at the same time accepting 
the restrictions resulting from individual 
bureau-sponsored maintenance and operation 
appropriation accounts. 

It is recognized by the top officials of the 
Navy Department responsible for financial man- 
agement that funds given to a bureau for its 
use out of a single Department- wide maintenance 
and operation account should not be disturbed 
except for over-riding considerations. We of the 
Navy Comptroller’s office recognize that we 
might have to referee a good many more disputes 
than we now do during the execution ofa program. 
But we seek toallay the fears expressed by some, 
as we believe that by sound administration and 
management we could retain essentially all the 
advantages of the present bureau-sponsored 
budget structure of the Department of the Navy, 
and also could enable the Navy to meet with 
greater flexibility the contingencies and oppor- 
tunities which arise in times of rapidly changing 
weapon systems, scientific break-throughs and 
unanticipated or emergency activities in the fleet 
and in the Marine forces. 


EXPENDITURE CONTROL 


In the beginning of fiscal year 1958, the 
Secretary of Defense placed expenditure 


limitations upon each of the three military de- 
partments. For legal reasons, these were later 
designated expenditure ‘‘targets’’, but their 
effect as expenditure controls remained the 
same. Targets were then assigned by the Navy 
Comptroller to the various appropriation ac- 
counts of the Department of the Navy consistent 
with the target assigned to the Department. The 
expenditure limits placed on each of the appro- 
priation accounts could be changed as the pro- 
grams unfolded. As the programs were under 
constant surveillance, a number of changes 
were made as the year went by. Also, in order 
not to hurt the over-all Navy program, the 
Department of Defense ultimately increased 
the Navy target to a figure $500 million higher 
than the original estimate set at the beginning 
of the year. 

This power to shift assigned expenditure 
limitations may not always be present. Under the 
Annual Accrued Expenditure bill (H.R. 8002), 
conceivably the limitations imposed by Congress 
would attach to each appropriation, with only such 
right of transfer of these limitations as found 
in the authority contained in each appropriation 
act. If the maintenance and operations accounts 
were placed ina single appropriation, the need 
for transfer of statutory expenditure limitations 
from one appropriation to another would not be 
so acute as it would be under the present Navy 
appropriation structure. 


STATUTORY DEBT LIMIT 


If Congress establishes expenditure limita- 
tions by appropriation, such expenditure limita- 
tions would be based upon the cash flow projected 
by the Navy within the over-all expenditure 
criteria established for the Government as a 
whole. The cash-flow established by the Navy 
would in the first instance be by the flow of 
operations and procurement under obligations 
which had been created in previous years and 
were expected to be created and liquidated 
during the then current fiscal year. 

The required cash-flow must be related to 
the over-all problem of the Federal Government 
of matching expenditures against receipts. This 
involves the establishment by Congress of a 
statutory debt limit which would permit the sup- 
plementing of tax receipts by loan receipts in 
order to match accruing expenditures. Legis- 
lation to increase the debt limit temporarily 
to $288 billion would seem to take care of this 
problem for the time being, but the problem will 
need continuous careful watching by the Depart- 
ments of Defense and Treasury and Congress. 


EXPENDITURE PREDICTION 


Under criteria promulgated by the Bureau 
of the Budget which the military departments 
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are required to follow in preparing their budget 
estimates 1/, the estimates for the budget year 
must be based on costs and related factors as 
they exist at the time the budget is prepared, 
even though the budget will be carried out from 
12 to 24 months after the time it is first pre- 
pared. Even though wage and materials price 
increases under changing economic conditions 
are inevitable and to a considerable extent pre- 
dictable, the estimates submitted may not reflect 
these factors. The fact that negotiations may be 
in progress to increase the wages of blue collar 
workers is not permitted to be considered in a 
budget estimate because the wage rates resulting 
from such negotiations are not in being at the 
time of submission of the budget. The budget 
estimates find their origin in the experiences 
of previous years only, and this experience is 
not allowed to be used to predict the future. 
No private corporation could successfully con- 
duct ite financial affairs by so hiding its head 
in the sand. 

Of course, the statistics generated ina pre- 
vious year are only valuable if they reflect a 
similar pattern in the year for which the budget 
estimate is being prepared. In an appropriation 
structure having many accounts, the incidence of 
changing costs are found in the experience of 
the particular appropriations. With the enlarge- 
ment of the appropriation to cover all main- 
tenance and operations, the variations of a 
number of smaller accounts would tend to 
diminish in relative importance in the one over- 
all appropriation. But whether the funding is 
through many appropriations or a single appro- 
priation, it is necessary that the pattern upon 
which the prediction is based be the pattern of 
execution in the planned budget. 


APPROPRIATION STRUCTURE 


Rates of expenditure will vary depending 
upon the type of appropriation from which ex- 
penditures are made. The budget structure of the 
Department of the Navy will generally follow 
the budget categories established by the Depart- 
ment of Defense, and covers Military Pay and 
Allowances, Maintenance and Operation, Major 
Procurement and Production, Research and 
Development, Military Construction and Reserve 
Personnel. In tne case of Military Pay and Allow- 
ances and Reserve Personnel, the obligations 
established in any particular year are closely 
related to the expenditures of that year. Inter- 
vening efforts to control expenditures between 
the time of the obligation and the time of the 
expenditure have very little effect. In the case 
of maintenance and operations, however, this 
tendency is less true, since only approximately 
two-thirds of the obligations established in these 





1/ Bureau of the Budget Circular A-11. 


appropriations are expended in the first year. 
And in the case of major procurement and pro- 
duction, the expenditures occur over a period 
of years after the obligation is established. This 
is particularly true in the Navy, due to the long 
construction time of ships. It can be seen that 
among these types of appropriations the problem 
of accurately predicting expenditures in advance 
and then controlling them as they unfold will 
vary markedly. 

The types of contracts used in procurement 
in the different appropriations will have an effect 
on the flow of expenditures. The expenditure rate 
would be different depending upon whether the 
contract is a fixed price contract without pro- 
gress payments, a price redetermination or in- 
centive contract with high initial billing prices, 
a cost reimbursement contract which limits 
reimbursement to 80% of allowable costs, or a 
progress payment fixed price contract per- 
mitting payments to 70% of costs incurred. 
Contractors will seek to obtain the greatest 
financing support that is feasible within the types 
of contracts available. A history of the direc- 
tives issued by the Department of Defense con- 
trolling progress payments demonstrates the ex- 
tent to which this has occurred. Yet, with a 
larger single appropriation, the variables which 
may be expected to occur as a result of varying 
procurement practices should tend to balance 
out and cause the statistical prediction of a 
prior year to reflect expenditure requirements 
with greater accuracy. 

However, the fact that a single appropriation 
is obtained for a budget category does not mean 
that variables will not continue to exist. The 
needs of contractors for government financing 
will vary depending upon the tightness of the 
money market or the activity of the economy as 
a whole. In periods of relatively less civilian 
orders, contractors require greater financial 
support by the Department of Defense, thus in- 
creasing defense expenditures. Also, inflation- 
ary factors should be considered in making 
expenditure predictions. 


EFFECT IN FISCAL YEAR 1958 


At the beginning of fiscal year 1958, we 
expected that the expenditure rate in the Depart- 
ment of the Navy would be accelerated, as 
compared with the typical pattern of expendi- 
tures in previous years. But the faster rate of 
pay-out was not expected to reach the magnitude 
which occurred. The acceleration of expendi- 
tures not only occurred in the initial year of the 
various procurement programs, but was generally 
accelerated in each yearly stage of the procure- 
ment programs. Also, the percentage of program 
expending for fiscal year 1958 was higher than 
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the highest percentage experienced in the years 
since 1952. Many of the factors discussed pre- 
viously contributed to this increased expendi- 
ture. 

Isolation’ and identification of the many 
factors that bring about this acceleration is not 
easy. It appears that contractors, in anticipation 
of the award of contracts and hungry for military 
business, are now performing the preliminary 
work of design, engineering and initial compon- 
ent procurement, which in previous years would 
ordinarily not have been commenced until firm 
contracts were awarded by the Government. 

In missiles, ‘‘incremental funding’’ of pro- 
curement , departing from the ‘‘full funding’ 
policy of the Department of Defense, has been 
permitted. In a procurement program in which 
incremental funding occurs, the rate of expendi- 
ture does not parallel the rate of expenditure 
found in a fully funded program. 

In many cases, increase costs have had 
the effect of placing a program which was fully 
funded at its inception in a deficiency status. 
Costs have been increasing, as shown by the price 
index per pound of airframes, which is up by 
twelve percent since September 1957. A similar 
drastic upward wage and price spiral appears 
in our shipbuilding program, which has forced 
cancellation of almost $500 million of ships in 
order to keep the program fully funded. 


NEW WEAPONS SYSTEMS 


Technical and management responsibilities 
have been assigned to the chiefs of bureaus and 
offices and Headquarters, Marine Corps, which 
require that they have the funds to meet the tasks 


for which their organizations are responsible. 
Yet the weapons systems we create are dictated 
by the technological advances and the military 
requirements of our nation. Financial strait 
jackets that are imposed by a budget structure 
which is based upon organization, function, sta- 
bility and order may not give the best financial 
management to the Department of the Navy or 
produce the best defense with the financial re- 
sources available. Stability is desirable, but not 
at the cost of the flexibility which is so urgently 
needed if we are to keep pace with the advances 
dictated for our national survival. Certainly a 
reduction of the number of appropriations and 
their consolidation into single appropriation 
accounts following broad budget categories will 
permit shifts into high priority programs with 
greater rapidity than the present budget struc- 
ture permits. 

Of course, the intricate and complex organ- 
ization of the Navy cannot be operated on a 
constant emergency basis. The needs of the next 
decade must be anticipated and pursued with a 
directness. But ‘flexibility must not lead to 
indecision or vacillation. If all of us who are 
concerned with financial management recognize 
this, the instability which accompanies great 
change should be avoidable. The balance which is 
eventually reached can result from the discipline 
imposed upon those who administer the funds 
without at the same time being restricted by 
narrow appropriation limitations. The task of 
those finally responsible for distributing the 
single appropriation among programs, whether 
for maintenance and operation or major procure- 
ment, is not simple, but the evolution of new 
weapons systems demands the flexibility that can 
be found in the simplified appropriation struc- 
ture. A great challenge and opportunity for the 
Department of the Navy lies directly ahead. 
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THE NIF COMPTROLLERSHIP CONCEPT 


AT 


NAVAL ORDNANCE PLANT 
YORK, PA. 


Charles W. Mowery 
Comptroller, Naval Ordnance Plant 
York, Pa. 


I. THE COMPTROLLERSHIP FUNCTION AND 
THE UTILIZATION OF NIF AT YORK 


A. The Comptroller function at the Naval 
Ordnance Plant, York, has evolved from a basic 
accounting and budgetary system to one which 
now contains an integrated program of staff 
services aimed at providing the Command and 
operating personnel with data necessary for 
financial control. This includes a very close 
coordination of financial planning, workload 
projections, and performance appraisals. In 
order to achieve results from the Comptroller- 
ship program, the departmental function re- 
quires the planning and direction of four divi- 
sions - Accounting, Budgeting, Financial Review 
and Analysis, and Data Processing, composed 
of 36 civilian employees and 1 military who is 
Assistant to the Comptroller for Disbursing. 
During the past 18 months the Data Processing 
Division was expanded from 4 employees to 13 
employees to accomplish the increased workload 
in production control and controlled maintenance 
systems. Excluding this increase, the depart- 
ment currently operates with the same number 
of employees as under appropriation accounting 
prior to NIF. Through refinement of procedures 
and combining of functions with the aid of ratio 
delay studies and work measurement data, the 
department has eliminated 4 billets within the 
last 6 months with future reductions in sight 
through further consolidation of procedures and 
automation of detailed clerical operations. De- 
partmental training program for all Comptroller 
employees has been completed. The objective 
here was to give each employee an understanding 
of all functions in the department and thus aid 
in evolving more flexible personnel utilization. 
This alleviates any workload problems created 
by leave usage and actually has helped also to 
reduce billets. 

B. We have presently an Accounting Trainee 
GS-7, who is attending Penn State Extension 
School 3 nights a week where he tops the list of 
all students with an 98.6 average andat the same 
time is engaged in an organized on-the- job- 
training program within our own shop. 

C, The Naval Ordnance Plant has been 
utilizing Comptrollership since August 1951. The 
NIF system was installed simultaneously with 
the inception of Comptrollership. We believe 
this system which makes use of a custom made 
commercial type accounting program, allows 
for more emphasis on costs through its industrial 


organization designed budgets, definitive account 
structure and its pinpointing of significant ex- 
pense areas. Further, the system highlights 
inventory control both inthe stores and work-in- 
process levels. It stimulates personnel to keep 
within established standards or limitations in 
both these categories. Job costs, unit prices, 
and the relationship of income to deliveries are 
also emphasized. The latter encourages an active 
interest in meeting delivery schedules. The flex- 
ibility of the account structure must not be over- 
looked, for as conditions change and improve- 
ments are realized, the accounts are expanded 
and become more refined. As an example - 
recently accounts were established in cost cen- 
ters to collect and measure the costs of time 
allowed and stand-by time. The plant has major 
cost segregation by 9 departments - 11 cost 
centers which are further segregated into ap- 
proximately 500 subsidiary accounts. 

D. Our concept of the Comptrollership func- 
tion thru NIF has grown also into one in which 
we believe that voluminous tabulations, mathe- 
matical ratios, and purely numerical presenta- 
tions carry little use to management and 
operating personnel. Analyses must be animate 
and carry meaning. We have thus tried to remove 
the fuzz from technical terms and eliminate 
the accountants jargon from the budget process 
and the subsequent reporting system. We think 
that the old radio program ‘‘Edwin C, Hill’s - 
Human Side of the News’’ conveys our idea - 
presentations which are written in simple, 
meaningful, layman lingoare more easily under- 
stood by operating personnel. Dehydrated re- 
ports which are timely, stimulate action. We 
have tried to express the evaluation of progress 
thru comparisons. To further describe our pro- 
gram and its relationship to the above theories, I 
should like to start with the budgeting program 
at York. Then, the analyses and controls which 
evodive from this process. Next, some of the 
procedural development which we think is stim- 
ulated by these reports, — and finally, the 
technicians required to produce these results. 


II. THE BUDGETING PROCESS 


A. Our budget preparation is one in which 
we begin with a presentation to all levels of 
supervision. The presentation includes the ‘‘5- 
W’s of Budgeting’’ depicted in original slides 
produced by our staff. These slides portray what 
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our workload consists of, why we preparea plan 
of operation, who prepares it, where it is used, 
when it is necessary to compile. Credit must be 
given to our.review and art personnel for the 
facetious caricatures representing the person- 
alities in the budget story. During this presenta- 
tion we talk to the group as though each member 
were charged with the responsibility of operating 
his own business. For instance, our Machine 
Shop Manager is controlling a business operation 
which involves an annual budget of $3,000,000. 
This approach creates more interest on the part 
of each manager and is the first step forward 
in a successful decentralized budget program. 

B. Our most recent presentation, using this 
technique, was favorably received and createda 
healthy attitude toward the budget - stimulated 
interest in adhering to approved budget allow- 
ances. At the meeting the Commanding Officer’s 
policy letter for the ensuing budget period was 
delivered to the Department Heads. This gave an 
opportunity for discussion of problem areas 
and establishment of departmental complements. 
It was agreed that current workload could be 
accomplished during the Third Quarter with a 
savings of 20 salaries; 8 of these arein Admin- 
istration, Supply, Public Works, and Comptroller 
Departments, accredited to combining certain 
G & A functions and eliminating unfilled posi- 
tions. The balance of 12 are from direct labor 
in Industrial and Inspection Departments result- 
ing from normal attrition with no replacement 
planned. 

C. Following the Conference, individual 
budget hearings are conducted with each depart- 
ment prior to and during the course of the budget 
process. At these hearings corrections, addi- 
tions, or deletions are recommended by the bud- 
get coordinator. Before the budget is reviewed 
with the Command a mutual agreement is reached 
between the Budget Officer and Department Head 
in regard to the budget content. 


Ill. ANALYSES, REPORTS, AND SPECIAL 
STUDIES 


During the budget execution period many 
analyses and studies are presented which keep us 
all abreast of how well we are achieving the 
operating objectives. I should like to briefly re- 
view the significant segments of this program: 

A. Budget Workload Analysis Report 

1. Scope - This is the only report of its 
kind prepared by the station for higher authority 
which presents a composite summary of plant 
operations, both past and future. Presents a 
direct correlation between the master and quar- 
terly production schedules and the annual and 
quarterly budgets. To accomplish this correla- 
tion there is need for close working cooperation 
between the Industrial and Comptroller Depart- 
ments. The plan is based on customer orders 
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on hand as well as planning information received 
from customers in regard to future orders. 

2. Aid to Management - Firm production 
schedules resulting from fund authorizations are 
the foundation for determining the level of opera- 
tion of the station in terms of employment, pro- 
ducts to be shipped, inventory levels, andcosts. 
The report becomes the charted course of opera- 
tions, approved in advance by the Commanding 
Officer and reflects the coordinated planned, 
production and financial operating results of the 
entire executive team. It provides a medium for 
mutual exchange between Bureau and station, of 
funding and planning information. The impact of 
the Budget Workload Analysis Reporting system 
has influenced a revision to the Station Orderon 
Control of Funds and Deliveries. Estimating and 
scheduling of work hours and deliveries through 
the Production Planning and Control program 
will now be compatible with operating budgets 
and workload reporting. Implementation of all 
the segments contained in the Budget Workload 
Analysis report will enable the station to better 
accomplish its mission in an orderly and econo- 
mical manner. 

B. Comparison of Quarterly Overhead 

Budgets 

1. Scope - This schedule is a summary 
analysis by cost center and office of the changes 
in estimated ‘expenses between budget periods. 
It highlights major reasons for the changes such 
as revised policies, seasonal fluctuations, re- 
assignment of personnel, wage increases orany 
other cost change. 

2. Aid to Management - Enables the 
Commanding Officer to review budget changes 
to determine if they are in accord with estab- 
lished policy. Since the schedule is a summary 
of raw budget data, it serves as the basis for 
the Command to approve or disapprove any item 
prior to the budget being formalized. Command 
approval constitutes authority for the Comp- 
troller to use the overhead rate developed from 
these revised budgets. 

C. Monthly Cost Analysis 

1. Scope - Covers all significant vari- 
ances between actual and budgeted costs and 
manpower distribution which occurred during the 
month and the quarter. Points out to the cost 
center and office manager reasons why he is 
going over or under his operating plan. Is de- 
livered to each cost center and office manager 
monthly by a member of the Comptroller Depart- 
ment in conjunction with his expense statement 
and charts showing to-date trends intheG& A 
and Mfg. Expense categories. 

2. Aid to Management - This personal- 
ized procedure results in more accurate and 
realistic budgets and creates more desire in 
following the plan. The manager is urged to look 
at the operation of his area as though he were 
running his own business. We stress the contri- 
bution his costs make toward the plant’s 












realizing a gain or loss. Also that unit prices 
of end products are affected by the degree of 
economy he practices. This type of constructive 
approach has paid dividends by influencing better 
use of manpower, closer control of overhead 
costs within pre-determined rates anda general 
overall cost consciousness. 
D. Leave Used 

1. Scope - This commentary report 
accompanies a monthly report of leave used by 
department and cost center as compared to the 
plan. It points out areas of variance and the 
reason for the variances. 

2. Aid to Management - This report is 
useful to management in controlling the use of 
sick leave and in equitably scheduling the annual 
leave usage. It is used in determining the ade- 
quacy of the rate being used to apply the leave 
factor to labor. It also is an indication of the 
effect of excessive leave on production work 
accomplished. 

E. ‘‘FLASH”’ Report of Financial Operations 

1. Scope - This report informs the Com- 
mand of the condition of the Navy Industrial Fund 
and the results of the month’s operations. 

2. Aid to Management - Its purpose is to 
furnish the bare facts as quickly as possible so 
that corrective action may be taken immediately 
on major deficiencies before the situation is 
ancient history. 

F. Financial Review of Operations 

1. Scope - This report is incommentary 
form and explains the results of operations and 
the major points of interest in the monthly 
Financial Statement. It explains major variances 
from the plan, what caused the variances, and 
the effect of these varianceson plant operations. 

2. Aid to Management - The information 
furnished in this report is used by management 
to control plant operations. Management is in- 
formed of such things as(1) why fewer men were 
assigned to direct labor than planned during a 
particular month; (2) manpower diverted from 
direct labor to overhead functions; (3) why the 
plant did not meet its income budget; (4) what 
and why various manufacturing expenses and G 
& A expenses exceeded the plan; and (5) status 
of the plant’s cash and inventory balance. This 
report has led to the reduction of plant overhead 
costs on such items as indirect materials and 
supplies, and loose hand tools. 

G. Manpower Distribution 

1. Scope - This report accounts for the 
entire on-board complement. It shows where the 
time was utilized and the amount of leave taken 
as compared to that budgeted. It indicates pre- 
vious months’ distribution to show the trend. 

2. Aid to Management - From this point, 
management can see how the personnel are being 
used and whether the plan is being followed. 
Trends from direct to indirect are apparent and 
corrective action is being taken; also, excessive 
leave usage, rework and spoilage labor, etc. can 











be seen and steps taken to improve these con- 
ditions. 
H. Distribution of Personnel 

1. Scope - Shows comparison between 
budget periods of the number of personnel by 
cost center, department, and office. Also, the 
distribution between direct, indirect, and reim- 
bursable categories. 

2. Aid to Management - Advises man- 
agement of the ratio of direct to indirect assign- 
ments to determine the reasonableness of the 
proportion. Any radical change in this percentage 
would require corrective action. 

I. Charts of Financial Plans and Trends 

1. Scope - This commentary accompan- 
ies charts of manpower and financial operating 
results as compared tothe plans. It amplifies the 
information contained in the charts and explains 
the reasons for the variances. 

2. Aid to Management - These graphic 
presentations and accompanying commentaries 
are routed through the Commanding Officer and 
all Department Heads. They are designed to 
create a mental impression on supervision of the 
trends of direct manpower utilization, deli- 
veries, fund status, overhead rates, and over- 
head expenses in relation to the plan so that the 
necessary corrective action will be taken. 

J. Work in Process 

1. Scope - This is a commentary report 
accompanying an analysis of the work-in-pro- 
cess by program. It points out the variances to 
the plan, explains the cause of the variances, 
and the possible consequences if not corrected. 

2. Aid to Management - This informa- 
tion is useful to management for determining if 
manpower should be diverted from one program 
to another to correct an unhealthy situation; it 
is an indication of lags in production and deliv- 
eries. 

K. Review of Status of Funds 

1. Scope - This is commentary accom- 
panying the monthly report showing the status of 
all customer funds held by this activity. It ampli- 
fies the information on the report and points out 
danger spots in available balances. 

2. Aid to Management - This information 
is useful to management in maintaining adequate 
funds for all work to be accomplished. It is the 
basis for requesting additional funds and for 
stoppage of work if necessary to avoid over- 
obligation of funds. 

L. Analysis of Production Status and Fund 

Availability 

1. Scope - These analyses are prepared 
monthly to indicate the current status of custom- 
er orders. The basic information is obtained 
from the production expenditure reports andthe 
fund status reports. These analyses are relative- 
ly new and will be progressively improved as the 
production control information becomes more 
accurate, 

2. Aid to Management - The information 
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developed provides management with a consoli- 
dated report of the status of each customer order. 
It shows the efficiency of operations based on 
standards, the percentage of completion, and fund 
availability. 

M. ‘‘FLASH”’ Report of Deliveries 

1. Scope - This report shows the status 
of deliveries of manufactured ordnance as com- 
pared to the month’s plan; it is prepared on a 
weekly, month to date basis. 

2. Aid to Management - This report is 
used as a gauge in determining the completion 
of production in accordance with the plan. It 
points out areas in which deliveries are behind 
schedule and may be used as the basis for di- 
verting manpower from one program to another 
in order to meet delivery schedules. 

N. Report of Deliveries Behind Schedule 

1. Scope - This report is made monthly 
showing only those deliveries in arrears both 
for the current month and to date. 

2. Aid to Management - The information 
reported is used in evaluating production per- 
formance; it is useful in revising the schedules 
when necessary. The information is valuable in 
determing trouble areas and taking corrective 
action. 

O. Comparative Analysis - U. S. Naval 

Ordnance Plants 

1. Scope - This analysis shows a com- 
parison of this activity’s operations with those 
of similar Navy installations. It shows relation- 
ships in personnel, ratios of personnel distri- 
bution, and comparisons of production costs. 

2. Aid to Management - This is useful 
as a tool in measuring this activity’s operations 
as compared to similar establishment. Helpful 
in creating a mental picture or informal stand- 
ards on functions common among NOP’s. 

P, Labor Reporting Analysis 

1. Scope - This is a report of the findings 
of monthly spot checks of labor reporting. It 
covers the reporting of labor charges, produc- 
tion control data, and work measurement data. 
2. Aid to Management - It points out to 
management the volume and areas of erroneous 
reporting of time worked and production accom- 
plished. This information is relayed down to 
the operating supervisors who are directed to 
improve these conditions. This results in more 
accurate costs and production operating effici- 
ency. 

Q. Analysis of Costs 

1. Scope - This is a sample of special 
cost analyses of products manufactured at this 
plant. Costs are analyzed by element and by shop 
to determine the reasons for variances and 
trends in prices. The production efficiency and 
physical completion ratios resulting from the 
new production control system are extremely 
helpful in analyzing costs. 

2. Aid to Management - These analyses 
give management information on cost trends. 




















They point out trouble spots and the causes of 
varying costs; such as, differences in material 


costs, changes in production efficiency and 
labor rate changes. 


IV. PROCEDURAL DEVELOPMENTS AND IM- 
PROVEMENTS 


The development review and revision to pro- 
cedures is one of the most important phases of 
any progressive organization. The followingare 
only a small number of procedures which were 
initiated recently by the Comptroller Shop and 
the resulting improvements: 

A. Reporting of labor charges for work 
performed in the re-manufacture of spoiled pro- 
duction through the use of separate auxiliary job 
orders identical to the original joborder, except 
that the first digit is a zero. This allows for 
better scheduling of work, more accurate report- 
ing and accounting, plus simplicity of charges 
to accounts. 

B. Simplified reporting of labor charges in 
Heat Treating and Cleaning, Polishing, and 
Plating Cost Centers by use of a standard 
auxiliary job order under the major assembly 
job order for reporting of labor charges in these 
cost centers. Most jobs in these cost centers are 
of short duration (less than a tenth of an hour) 
and an employee performs work on as many as 
four jobs at one time. The use of a standard 
auxiliary job order has saved time for shop 
personnel in entering the charges, fewer cards to 
process in Data Processing Division, and.pro- 
vides simplified and more accurate cost and 
expenditure data. 

C. Machine tool utilization data is now being 
secured by the use of a card prepared from the 
plant account master cards. Each machine tool 
has a utilization card in a rack attached to the 
machine and the employee operating the machine 
enters on the card the actual time the machine 
was in operation. Cards are collected quarterly 
and a report prepared. This procedure enables 
management to utilize this data in controlled 
maintenance program, replacement and disposal 
program, future requirements, funds required 
for maintenance of idle equipment, and utiliza- 
tion of work areas. 

D. Bookkeeping procedures were revised by 
eliminating the processing of vendors invoices 
through the purchases register and the manual 
posting of subsidiary ledgers, resulting in a re- 
duction of the Bookkeeping Section from three to 
two employees. 

E. Definitions of cost categories and guide- 
lines for operating personnel to charge costs 
incurred to the proper accounts were recently 
issued. This procedure explains and gives ex- 
amples of what costs are chargeable as direct, 
reimbursable, and overhead. As a result, a 
sound reporting system is provided and accurate 
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costs are reported by operating personnel. 

F. Rough revised procedures have been 
prepared for revisions.to the current control of 
funds and deliveries instruction, and job order 
preparation for the control of manhours which 
will result in more accurate forecasting and 
controls. 

G. Our Data Processing Division prepares 
12 Accounting, 14 Production, and6 Public Works 
reports on a recurring basis. In addition to re- 
curring reports bills of material, job records, 
job orders, inspection and move cards, and 
schedule cards are preparedona situation basis. 
Other situation reports are furnished to Indus- 
trial Relations, Medical, as well as requests 
for special reports by the Industrial and Comp- 
troller Departments. The monthly rental of 
EAM equipment is approximately $3,500 per 
month. The present recurring workload utiliza- 
tion is approximately 70%; the remaining time 
is utilized to prepare situation work as well as 
any re-runs, etc. A concerted effort is made to 
streamline and eliminate reports and copies of 
reports. The utilization of more modern data 
processing equipment to reduce overhead, pro- 
vide faster and more accurate data is continually 
investigated. The use of tape in preparation of 
process sheets for which two machines are on 
order will eliminate (1) overhead billet, key- 
punching and verifying, and result in an annual 


savings of approximately $3,000.00. Currently 
rough procedures are prepared for the prep- 
aration of stub requisitions mechanically and 
the prepunching and precalculation of all over- 
head labor time tickets thus eliminating manual 
recording by employees daily and the savings of 
2 keypunch hours each day. A mechanized leave 
procedure has been developed, tested, and 
proved satisfactory - however, we can’t use it 
because of GAO regulations; this procedure 
would save us about $1,500 annually. 


V. REALIZATION OF THE COMPTROLLER- 
SHIP PROGRAM 


These new and more efficient management 
tools which measure progress and cause an 
appeal and appreciation to all levels of operation, 
do require technicians. 

A. Personnel with training and educationin 
professional accounting, budgeting, and business 
administration; employees who can readily re- 
late financial management techniques to manage- 
ment controls and operations. 

B. The ‘‘Model T’’ and The Thunderbird’’ 
differ in price and performance as do the fiscal 
and professional accounting approach. This we 
must consider in evaluating the function and its 
continued use as an improved management tool 
and an incentive for progressive thinking. 
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THE SINGLE MANAGER PLAN 


Mack Coffelt 
Plans and Review Group; Directorate of Budget 
Comptroller, USAF 


For a number of years the matter of elim- 
inating duplication and overlapping of effort in 
supply and service operations in the military 
departments has been recognized as a situation 
requiring the highest type of managerial atten- 
tion. The pressures of rising costs, complexity 
of operations and equipment, and sheer size 
of the establishment put a mounting premium 
on all measures which promote economies in 
supply and service areas. Significant legislation 
has been enacted to deal with the subject. 

For example, Section 405, Title IV of the 
National Security Act of 1947, as amended, 
authorized the Secretary of Defense to require 
the establishment of working-capital funds for 
financing such inventories and industrial and 
commercial-type activities as he might desig- 
nate. The Single Manager Plan is an application 
of the financial arrangements whereby operations 
are performed with working-capital funds. 

Congress added a General Provision to the 
Department of Defense Appropriation Bill for 
Fiscal Year 1953, in effect requiring the Sec- 
retary of Defense to issue regulations which 
would achieve an efficient, economical and 
practical operation of an integrated supply sys- 
tem. The purpose of this requirement is best 
expressed in the Report of the Senate Committee 
on Appropriations on the FY 1953 Appropri- 
ation Bill: 

‘**** Under the new system, it should 

be impossible for two competing facil- 

ities to be set up (or to continue to 

exist) in the same area for the same 
purpose as determined by the Secretary 

of Defense. Service facilities for main- 

tenance of equipment such as motor 

shops, laundries, etc., should be in- 
tegrated to serve all departmental 
requirements in the area. Special atten- 

tion should be given to the procurement, 

production, distribution, warehousing, 

maintenance, and issue of common use 
items such as clothing, food, medical 
supplies, and building materials, to 
minimize stocks, handling, transporta- 
tion, and related supply management 
activities. Wherever possible such 
items and the method of handling them 

will be made uniform throughout the 

Department of Defense to facilitate 

such integration.” 

The primary objective of the Single Manager 
Plan is toimprove the effectiveness and economy 
of supply and service operations throughout the 
Department of Defense. It is an application and 
extension of the principles enunciated and 


implied in the above referenced legislation. The 
Single Manager Plan is employed for the man- 
agement of common use items and common 
service activities as directed by the Secretary 
of Defense. 

Common use items are a class or category 
of items, of commercial type, in general mili- 
tary and civilian usage. Common service ac- 
tivities are readily identifiable categories of 
support-type services of a semi-commercial 
nature, utilized by two or more military depart- 
ments for substantially the same purposes. 

A ‘‘Single Manager’’ is the Secretary of a 
military department designated by the Secretary 
of Defense to be responsible for the organiza- 
tion and operation of a particular Single Man- 
ager Assignment for specified: categories of 
common use items or common service activi- 
ties. Where a Single Manager Assignment con- 
cerns common use items, all stocks, both 
operating and reserves, are normally under the 
control of the Single Manager, are owned by his 
operating agency and financed ‘by a separate 
division of a single stock fund. Where common 
service activities are concerned, the operating 
agency providing the common service is finan- 
ced by a single working capital fund whenever 
income and expense are involved. 

Upon designation as a Single Manager, the 
Secretary must make appropriate organizational 
arrangements for carrying out his responsibility 
through an operating agency. The Single Manager 
designates an Executive Director of the oper- 
ating agency who will direct the functions of 
the assignment. The Executive Director may not 
have any other duties, he is responsible to the 
departmental Secretary and his appointment is 
subject to the approval of the Secretary of De- 
fense. 

The Single Manager is responsible for the 
performance of all functions of management of 
the supply or service mission assigned to him. 
In a supply operation this would include stand- 
ardization, mobilization planning, net require- 
ments determination, procurement, production, 
inspection, cataloging, storage , distribution, 
transportation, maintenance, and disposal. As 
required the Executive Director obtains reports 
from the military departments of stock status, 
consumption data, and items in substantially 
long or short supply. The Single Manager is 
authorized to direct redistribution of stocks to 
prevent deterioration, and to accomplish attri- 
tion of stocks in long supply. Rotation of stocks 
to maintain quality is accomplished by agree- 
ment between the military departments and the 
Single Manager. 
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The Single Manager assignments made thus 
far are: 

1. Subsistence - to the Secretary of the Army 

2. Clothing and Textiles - to the Secretary of 
the Army 

3. Medical Materiel - to the Secretary of the 
Navy 

4. Airlift Service - to the Secretary of the 
Air Force 

5. Ocean Transportation - to the Secretary of 
the Navy 

6. Petroleum - to the Secretary of the Navy 

7. Traffic Management within the U. S. - to 
the Secretary of the Army. 

Implementation of these Single Manager 
assignments is producing effective results. In 
the Subsistence area, for example, all of the 
services have been brought into a centralized 
procurement and distribution system for cen- 
trally procured subsistence items. ‘‘Brand 
name’’ items for resale through all Service 
commissary stores are obtained under open- 
end-type contracts negotiated between commer- 
cial concerns and the Military Subsistence 
Supply Agency, and there is uniform pricing 
of centrally procured items. 

In the Medical area there is now coordin- 
ated procurement of medical supplies and equip- 
ment, there is more rapid development of 
integrated systems of storage and distribution, 
and it has been possible to reduce inventories 
and pipe-line quantities. 

Through the Single Manager for Airlift 
Service it will be possible to bring together into 
a single military agency all transport-type air- 
craft engaged in scheduled point-to-point service 
or aircraft whose operations are susceptible of 
such scheduling. Under this arrangement peace- 
time employment of airlift services will enhance 
the wartime airlift capability, achieve greater 
flexibility and mobility of forces, and increase 
logistic effectiveness and economy. 


The placing into operation of one of these 
Single Manager assignments is not without 
problems. For example, in the case of the Air- 
lift Service assignment there were such prob- 
lems as determining what ‘‘customers’’ would 
be authorized to use the airlift service available; 
identification of the aircraft involved in pro- 
ducing airlift service; development of budget 
estimates under this new concept; preparation 
of cross-sérvice agreements between the Single 
Manager and each of the military departments 
describing services to be rendered to the Air- 
lift Service; and development of a tariff struc- 
ture to recoup expenses of providing airlift 
service. Solution of these and other problems 
can be credited in large measure to the estab- 
lishment of a centralized office in the Air 
Force Directorate of Transportation. With this 
focal point it was possible to bring representa- 
tives of all affected agencies together and de- 
velop workable solutions which are beneficial 
to all concerned. 

Petroleum differs from other Single Man- 
ager assignments in that ownership, distribution 
control, storage, and funding remain responsi- 
bilities of the military services. This was done 
primarily because there appeared to be no 
advantage in making a change. Joint effort and 
specialized handling of petroleum had already 
minimized duplication. However, the Single 
Manager assignment has provided a common 
meeting ground for discussion and resolution 
of inventory problems such as shortages and 
excesses. 

The foregoing is, of course, not a complete 
treatment of the Single Manager assignments 
made to date. These examples do demonstrate 
though, that this Plan is a sound concept and a 
business-like way to manage common use items 
and common service activities — a way which 
will produce economies. 








FAMILY HOUSING FINANCIAL COMPLEX 


J. L. Bailey, Navy 


When at or near a military installation, how 
many of us, excepting the military of course, have 
ever paid particular attention to the housing 
available to military families? We have all 
probably noticed it, and know that there is such 
housing, but how many of us realize the complex- 
ities involved in constructing the housing and 
financing the acquisition andother costs relative 
thereto? The methods of financing the acquisition 
and other costs of such housing are as varied 
as the types of housing available. In the course 
of the past year and one-half, the military has 
issued directives dealing with the acquisition 
and other costs related to two types of military 
family housing, and has under development a 
third. Before attempting a comparison of these 
three types, it may be well to consider the 
variety of housing available to military families. 
This may give some idea of the complexities of 
the problems facing the military departments. 

Did you know that there are more than 
thirty different types of housing available for use 
as military family housing? Some types are 
under military control, and some are not; some 
types are Government owned, but not by the 
military, and some are privately financed. 
Quarters allowances withheld from occupants 
and rentals collected are authorized for use in 
construction or acquisition of some types and 
not in others. These allowances and rentals 
are also authorized to be used to defray main- 
tenance and operation costs of some housing and 
are not authorized for such use for other types. 

It may be well here to classify a good num- 
ber of the types of housing under discussion in 
order to better realize the complexities that 
arise as a result of such variety. The categories 
listed are not intended to be all inclusive but 
are for the edification of the reader. Housing 
available to the military for use as family 
housing falls into two major categories, public 
quarters and rental housing. The methods of 
financing the construction, acquisition andother 
costs of this housing are as variedas the author- 
ities for such housing. 

Housing available for use as public quarters 
consists of, but is not limited to: housing built 
with military construction appropriations; hous- 
ing converted from non-dwelling buildings with 
use of military construction appropriations; 
housing designated as public quarters upon 
transfer to the military under Housing and Home 
Finance Agency disposal programs; housing 
leased from private owners with maintenance 
and operation appropriations; Title VI and Title 
IX Defense Housing acquired from private 
owners by the military upon assuming mortga- 
ges; housing built with military assistance funds 
for Korean Military Assistance and Advisory 


Group; housing constructed under authority of 
Public Law #345, Capehart housing; Wherry 
Act housing acquired through use of a revolving 
fund established under authority of Public Law 
#1020; overseas rental guaranty housing built 
by private foreign investors with rental guaran- 
teed by the military; and surplus commodity 
housing acquired through the use of foreign 
currency generated by the sale of surplus 
agricultural commodities. 

Housing available for use as rental housing, 
some owned by the military, some by other 
government agencies and some by private inves- 
tors, consists of, but is not limited to: various 
defense housing units transferred to the military 
under Housing and Home Finance Agency dis- 
posal programs and used as rental housing; 
Wherry housing acquired from private owners 
and not designated as public quarters because 
of the costliness to rehabilitate to public quar- 
ters standards; trailer housing units; low- rent 
public housing; U. S. Housing Authority War 
Housing; Title II housing; Lanham Act housing; 
temporary shelter housing; Title VI War Hous- 
ing; Title IX Defense housing; various defense 
housing units sold to private investors or trans- 
ferred to local government units under Housing 
and Home Finance Agency disposal programs; 
Wherry housing built by private investors, own- 
ership of which is assumed by the military after 
expiration of 50 to 75 year leaseholds; and 
overseas rental guarantee housing not designated 
as public quarters. 

The occupants of housing mentioned above 
as being public quarters may or may not receive 
quarters allowances, dependent upon whether or 
not the authorization for the military to acquire 
the housing requires that quarters allowances 
of occupants be used to pay construction, acqui- 
sition or other related costs. In all cases, 
occupants of rental housing receive quarters 
allowances, and are required to pay for such 
housing. Here again, rentals collected may or 
may not be involved in acquisition and other 
costs of the housing. 

For example, of the housing mentioned above 
as public quarters, allowances of occupants are 
used in amortizing acquisition or construction 
and other costs of the following: Capehart 
Housing; Wherry Act Housing; overseas rental 
guaranty housing; and Surplus Commodity Hous- 
ing. Quarters allowances withheld from occu- 
pants of other public quarters mentioned above 
are not used for such costs, and in fact are not 
budgeted for in the Military Personnel Appro- 
priations. 

Where military family housing is designated 
as rental housing, the rents collected are either 
deposited in the general fund of the Treasury 
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or, as in the case of Wherry Act Housing and 
trailer housing units, the rentals may be de- 
posited in accounts of the military and used for 
purposes authorized by law. 

As mentioned in the beginning of this article, 
a comparison of three types of housing available 
to the military for use as family housing, 
particularly of the methods of financing acquisi- 
tion, construction and other costs related there- 
to, may give an indication of the need for some 
sort of uniformity. The three specific types of 
housing in mind here are: Wherry Act Housing 
which must be acquired from private owners in 
areas where it is proposed to construct Cape- 
hart Housing, the acquisition of which is re- 
quired by Public Law #345, 84th Congress; 
Surplus Commodity Housing constructed in over- 
seas areas as authorized by Public Law #765, 
83rd Congress; and Capehart Housing construct- 
ed in the continental United States and incertain 
territories and possessions as authorized by 
Public Law #345, 84th Congress. In making the 
comparison it is believed that a clearer compar- 
ison can be had by discussing each of the three 
types separately, in more or less the same out- 
line form to show the differences or similarities 
where they exist in financing acquisition costs, 
construction costs, rehabilitation costs and 
maintenance and operation costs as well as the 
purposes for which quarters allowances or 
rentals may be utilized. 


Wherry Act Housing 


Wherry Act Housing was originally con- 
structed by private enterprise on the basis of 
certification of need for rental housing at mili- 
tary installations. After the construction of 
Capehart Housing was authorized by Public Law 
#345, to provide more adequate public quarters, 
there was included in the amendments to the 
housing act a provision that the military must 
first purchase any Wherry Act Housing projects 
in the same area. This acquisition of Wherry 
Act Housing was covered in the 1956 Housing 
Act Amendments, Public Law #1020. 

The initial acquisition costs of Wherry Act 
Housing, which costs include purchase of the 
owners’ equity, the mortgagors’ corporate stock 
or 12 months amortization payments on the un- 
paid balances of outstanding mortgages are 
financed, for the most part, from a revolving 
fund established for such acquisitions, by the 
transfer of unexpended balances of appropria- 
tions of the military departments not trans- 
ferred to the surplus fund of the Treasury. The 
amounts required from the initial capital of the 
fund are reduced by income to the fund result- 
ing from occupancy of the housing. Costs of 
initial alterations, improvements and rehabili- 
tation are financed from the same source. 
Theoretically, costs other than the initial 


acquisition covered above, such as amortization 
payments of principal, interest and insurance, 
should be financed from income to the fund re- 
sulting from occupancy of the housing. 

It is the intention that Wherry Act Housing, 
acquired under the above procedures, be desig- 
nated as public quarters. However, in those cases 
where the cost to convert to public quarters is 
considered excessive, the housing is designated 
as rental housing. 

In those cases where Wherry Act Housing 
is designated as public quarters, amounts equal 
to the quarters allowances of occupants, com- 
puted on the basis of monthly occupancy reports, 
are transferred from the military personnel 
appropriations to the revolving fund for use in 
financing acquisition and other approved costs. 
In cases where the housing is designated as 
rental housing, the earned rentals are deposited 
or transferred to the revolving fund for the same 
purposes. 

The costs of operating and maintaining 
Wherry Act Housing are not financed from the 
revolving fund, but from appropriations ordi- 
narily available for such purposes. 


Surplus Commodity Housing 


By a series of amendments to the Housing 
Act, the military was authorized to construct 
military family housing in foreign areas, through 
the use of foreign currencies generated from 
the sale of surplus agricultural products by the 
Commodity Credit Corporation. 

Foreign currencies, to be used in financing 
the construction or acquisition costs of Surplus 
Commodity Housing, are made available by the 
Commodity Credit Corporation, and are allo- 
cated to the military for this purpose. The 
allocations are made either in dollars when there 
is a guaranteed exchange rate in the sales agree- 
ment, or in foreign currency denominations of 
the country in which construction is contem- 
plated. In either case, foreign currencies are 
transferred to the military from a U. S. dis- 
bursing officer. All construction and acquisition 
costs are paid in foreign currencies by the mili- 
tary disbursing officers. One exception to this 
is that military construction appropriated funds 
may be used not to exceed twenty-five percent 
of the total cost of each project. 

There is a provision that the military must 
repay the Commodity Credit Corporation for the 
foreign currencies used. This means that the 
exchange rate for each payment made in foreign 
currency must be used in determining the lia- 
bility to the Commodity Credit Corporation. 

The next logical question would be from what 
source will this liability be liquidated? Here 
again quarters allowances withheld from occu- 
pants and rentals collected come into the picture 
However, computations in this case to determine 


- 3l- 








the amounts are for a six month period and are 
based on the occupancy shown in a semi-annual 
census. Such amounts are then available for 
payment to the Commodity Credit Corporation, 
but only after deduction of the amounts estimated 
to be used in the same period for operating and 
maintaining the housing projects. The estimated 
amounts are transferred from the military per- 
sonnel appropriations to the appropriation which 
initially financed the maintenance and operation 
costs. The same is true of rentals collected. 
Any portion of the computed amounts remaining 
in the military personnel appropriations or in 
rental collections are paid to the Commodity 
Credit Corporation. 


Capehart Housing 


In the housing amendments of 1955, the mili- 
tary was authorized to construct military family 
housing commonly referred to as Capehart 
Housing. Construction is authorized in the con- 
tinental United States and in certain territories 
and possessions. The construction of this housing 
is financed by private capital with F.H.A. 
mortgages guaranteed, and assumed by the mili- 
tary upon completion of the housing. 

The construction and acquisition costs of 
Capehart Housing are initially or finally paid 
from varied sources. F.H.A. appraisal and 
eligibility fees, architect and engineering ser- 
vice fees and interest on short-term construc- 
tion loans are paid initially from the military 
construction appropriation and are reimbursed 
by the builder. Acquisition of land, installation 
of outside utilities and site preparation are 


financed from the military construction appru- 
priation. The builder is not involved in these 
costs. Amortization payments of mortgage prin- 
cipal, interest and insurance and expenses of 
the builder corporation which must be assumed 
by the military, are paid from the military per- 
sonnel appropriation. The cost of operating and 
maintaining Capehart Housing is charged to the 
appropriations which ordinarily finance such 
costs. 

Quarters allowances are withheld from 
occupants of Capehart Housing. However, in 
this. case, the full amount of allowances with- 
held is not used for the payments mentioned in 
the previous paragraph as being financed from 
the military personnel appropriations. Payments 
are limited to $90 per month per housing unit. 

By now it should be apparent to the reader 
that there is a need for some form of uniformity 
in methods of financing housing acquired by the 
military, andin administering the housing. There 
has been a proposal under consideration for 
some time to request legislation from Congress 
to authorize the establishment of an Armed 
Forces Housing Corporation. It was contem- 
plated that the Corporation would undertake 
maintenance and management of all family 
housing assets under military control and ap- 
prove and authorize new construction as neces- 
sary. Income for the Corporation would be de- 
rived from rental collections and from amounts 
to be included in the military personnel appro- 
priations as quarters allowances for occupants 
of public quarters. All costs, including amorti- 
zation of mortgages would be paid from such in- 
come. Whether or not this proposal is the answer 
to the tremendous problem remains to be seen. 
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